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FepERAL TRADE CoMMISSION V. GRATZ, ET AL. 
(40 Supreme Court Rep. 572) 


Supreme Court of the United States 


June 7, 1920 


Unrarr CoMPeTITION—COoMPLAINT BY FEDERAL TRADE CoMMISSION. 

If, when liberally construed, a complaint brought by the Federal 
Trade Commission is plainly insufficient to show unfair competition 
within the proper meaning of those words, there is no foundation for 
an order to desist. 

Unrarr Competirion—Feperat Trapve Commission Act—“UNFAIR 
METHOD or CoMPETITION.” 

It is for the courts, not for the Commission, ultimately to deter- 
mine, as a matter of law, to what the words “unfair method of com- 
petition” as used in the Federal Trade Commission Act, apply. 

Unram Competirion—Feperat Trape—e Commission Act—“‘UNFAIR 
MeEtHop or ComMPETITION.” 

The words “unfair method of competition” as used in the Federal 
Trade Commission Act are clearly inapplicable to practices never here- 
tofore regarded as opposed to good morals because characterized by 
deception, bad faith, fraud or oppression, or as against public policy 
because of their dangerous tendency unduly to hinder competition or 
create monopoly. 

Unratr Competition—CompLaint By Feperat Trap—E ComMmission—RE- 
FusAL TO Seti One Commopity Excert 1n Consunction WritH 
ANOTHER. 

Where a complaint brought by the Federal Trade Commission al- 
leged that the respondents, who were engaged in selling and distributing 
cotton ties and jute bagging, refused, for the purpose of stifling com- 
petition, to sell any of said ties unless the purchaser would buy from 
them a certain amount of bagging, but said complaint contained no 
intimation that respondents obtained their goods improperly, no state- 
ment as to the amount of the commodities which respondents controlled, 
and no allegation that they held or intended to form a monopoly, the 
complaint failed to show any unfair method of competition practiced 
by respondents, and the order based thereon was improvident. 

Unrair CompetitioN—Rervsat to Sett Commopity Excerpt 1x ConsuNc- 
TION WITH ANOTHER CLOsELY ASSOCIATED ARTICLE. 

All question of monopoly or combination being out of the way, a 
private merchant, acting with entire good faith, may properly refuse 
to sell, except in conjunction, such closely associated articles as cotton 
ties and bagging. 


Writ of certiorari to the United States Circuit Court of Appeals 


for the Second Circuit. 


Upon a proceeding by Anderson and Benjamin Gratz, trading 


as Warren, Jones & Gratz, and others, against the Federal Trade 
Commission, to set aside an order of said Commission, the order 
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was annulled by the Circuit Court of Appeals for the Second Cir- 
cuit, and the Commission brings certiorari. Affirmed, Mr. Justice 
Brapeis dissenting. 


For the decision of the Circuit Court of Appeals, see 9 T. M. 
Rep. 340. 


Messrs. Huston Thompson, of Washington, D. C., Alexander 
C. King, of Atlanta, Ga., and Claude R. Porter, of Wash- 
ington, D. C., for petitioner. 

Mr. Thomas F. Wagner, of Brooklyn, N. Y., for respondents. 


Mr. Justice McReyno tps delivered the opinion of the Court. 
By an act approved September 26, 1914 (chapter 311, 38 
Stat. 717 [Comp. St. §§ 8836a-8836k]), Congress made provision 
for the Federal Trade Commission and declared its powers. 
Section 4 (section 8836d) defines commerce as: 


“Commerce among the several states or with foreign nations, or in any 
territory of the United States or in the District of Columbia, or between 
any such territory and another, or between any such territory and any 
state or foreign nation or between the District of Columbia and any state 
or territory or foreign nation.” 


Section 5 (section 8836e) : 


“That unfair methods of competition in commerce are hereby declared 
unlawful. The commission is hereby empowered and directed to prevent 
persons, partnerships, or corporations, except banks, and common carriers 
subject to the acts to regulate commerce, from using unfair methods of 
competition in commerce. Whenever the commission shall have reason to 
believe that any such person, partnership, or corporation, has been or is 
using any unfair method of competition in commerce, and if it shall appear 
to the commission that a proceeding by it in respect thereof would be to the 
interest of the public, it shall issue and serve upon such person, partner- 
ship, or corporation a complaint stating its charges in that respect, and 
containing a notice of a hearing upon a day and at a place therein fixed 
at least thirty days after the service of said complaint. The person, part- 
nership, or corporation so complained of shall have the right to appear at 
the place and time so fixed and show cause why an order should not be 
entered by the commission requiring such person, partnership, or corpora- 
tion to cease and desist from the violation of the law so charged in said 
complaint. * * * If upon such hearing the commission shall be of the 
opinion that the method of competition in question is prohibited by this 
act, it shall make a report in writing in which it shall state its findings as 
to the facts, and shall issue and cause to be served on such person, partner- 
ship, or corporation an order requiring such person, partnership, or cor- 
poration to cease and desist from using such method of competition.” 
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Section 5 further provides that the commission may apply to 
the designated Circuit Court of Appeals to enforce an order— 


“and shall certify and file with its application a transcript of the entire 
record in the proceeding, including all the testimony taken and the report 
and order of the commission. Upon such filing of the application and 
transcript the court shall cause notice thereof to be served upon such per- 
son, partnership, or corporation and thereupon shall have jurisdiction of 
the proceeding and the question determined therein, and shall have power to 
make and enter upon the pleadings, testimony, and proceedings set forth 
in such transcript a decree affirming, modifying, or setting aside the order 
of the commission. The findings of the commission as to the facts, if sup- 
ported by testimony, shall be conclusive. * * * The judgment and decree of 
the court shall be final, except that the same shall be subject to review by 
the Supreme Court upon certiorari as provided by section 240 of the 
Judicial Code. Any party required by such order of the commission to 
cease and desist from using such method of competition may obtain a re- 
view of such order in said Circuit Court of Appeals by filing in the court 
a written petition praying that the order of the commission be set aside. 
A copy of such petition shall be forthwith served upon the commission, 
and thereupon the commission forthwith shall certify and file in the court 
a transcript of the record as hereinbefore provided. Upon the filing of the 
transcript the court shall have the same jurisdiction to affirm, set aside, or 
modify the order of the commission as in the case of an application by the 
commission for an enforcement of its order, and the findings of the com- 
mission as to the facts, if supported by testimony, shall in like manner be 
conclusive.” 


Sections 6 and 7 (sections 8836f, 8836g) empower the commis- 
sion to require reports and compile information concerning corpora- 
tions; to inquire concerning execution of decrees restraining viola- 
tions of the anti-trust acts; to investigate alleged violations of such 
acts; to recommend readjustments of corporate business; to publish 
information and make reports to Congress; to classify corporations 
and make rules and regulations; to investigate trade conditions; to 
act, under orders of the court, as a master in chancery in certain 
designated circumstances, etc. 

Undertaking to proceed under section 5, June 4, 1917, the com- 
mission issued a complaint containing two counts against respond- 
ents. The first related to unfair methods of competition, and the 
second charged violation of section 3 of the Clayton Act, approved 
October 15, 1914 (chapter 328, 38 Stat. 730 [Comp. St. § 8835c]). 
Respondents denied both charges. After taking much testimony 
the commission held there was no evidence to support the second 
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count; but it ruled that respondents had practiced unfair competi- 
tion and ordered that they— 


“their officers and agents, cease and desist from requiring purchasers of 
cotton ties to also buy or agree to buy, a proportionate amount of American 
Manufacturing Company’s bagging and further that the respondents cease 
and desist from refusing to sell cotton ties unless the purchasers buy or 
agree to buy from them corresponding amounts of American Manufactur- 
ing Company’s bagging, or any amount of cotton bagging of any kind.” 


Upon respondents’ petition the Circuit Court of Appeals, 
Second Circuit, annulled the commission’s order. 258 Fed. 314, 
169 C. C. A. 330 [9 T. M. Rep. 340]. It said: 


“We think there is no evidence to support any general practice of the 
respondents to refuse to sell ties unless the purchaser bought at the same 
time the necessary amount of the American Manufacturing Company’s bag- 
ging, and that the commission has no jurisdiction to determine the merits 
of specific individual grievances.” 


The challenged order is based solely upon the first count of 
the complaint which follows: 


“Federal Trade Commission v. Anderson Gratz and Benjamin Gratz, Co- 
partners Doing Business under the Firm Name and Style of Warren, 
Jones & Gratz, P. P. Williams, W. H. Fitzhugh, and Alex. Fitzhugh, 
Copartners Doing Business under the Firm Name and Style of P. P. 
Williams & Co., and Charles O, Elmer. 


“The Federal Trade Commission having reason to believe, from a pre- 
liminary investigation made by it, that Anderson Gratz and Benjamin 
Gratz, copartners doing business under the firm name and style of Warren, 
Jones & Gratz, P. P. Williams, W. H. Fitzhugh, and Alex. Fitzhugh, co- 
partners doing business under the firm name and style of P. P. Williams 
& Co., and Charles O. Elmer, all of whom are hereinafter referred to as 
respondents, have been and are using unfair methods of competition in 
interstate commerce in violation of the provisions of section 5 of the Act 
of Congress approved September 26, 1914, entitled ‘An act to create a 
Federal Trade Commission, to define its powers and duties, and for other 
purposes, and it appearing that a proceeding by it in respect thereof 
would be to the interest of the public, issues this complaint, stating its 
charges in that respect, on information and belief, as follows: 


“7 


“Paragraph 1: That the respondents Anderson Gratz and Benjamin 
Gratz are copartners doing business under the firm name and style of 
Warren, Jones & Gratz, having their principal office and place of business 
in the city of St. Louis and state of Missouri, and are engaged in the 
business of selling, in interstate commerce, either directly to the trade, or 
through the respondents hereinafter named, steel ties made and used for 
binding bales of cotton, and which steel ties are manufactured by the 
Carnegie Steel Company of Pittsburgh, Pennsylvania, and also selling, in 
the same manner, jute bagging, used to wrap bales of cotton, and which 
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jute bagging is manufactured by the American Manufacturing Company, 
of St. Louis, Missouri. 

“Paragraph 2: That the respondents P. P. Williams, W. H. Fitzhugh, 
and Alex. Fitzhugh are copartners doing business under the firm name and 
style of P. P. Williams & Co., having their principal office and place of 
business in the city of Vicksburg and state of Mississippi, and the said 
last-named respondents and the said respondent Charles O. Elmer, who is 
located and doing business at the city of New Orleans and state of 
Louisiana, are the selling and distributing agents of the said firm of Warren, 
Jones & Gratz, and sell and distribute the ties and bagging, manufactured 
as aforesaid, in interstate commerce, principally to jobbers and dealers, 
who resell the same to retailers, cotton ginners and farmers. 

“Paragraph 3: That with the purpose, intent, and effect of discourag- 
ing and stifling competition in interstate commerce in the sale of such 
bagging, all of the respondents do now refuse, and for more than a year 
last past have refused, to sell any of such ties unless the prospective pur- 
chaser thereof would also buy from them bagging to be used with the 
number of ties proposed to be bought; that is to say, for each six of such 
ties proposed to be bought from the respondents the prospective purchaser 
is required to buy six yards of such bagging.” 


It is unnecessary now to discuss conflicting views concerning 
validity and meaning of the act creating the commission and effect 
of the evidence presented. The judgment below must be affirmed, 
since, in our opinion, the first count of the complaint is wholly in- 
sufficient to charge respondents with practicing “unfair methods of 
competition in commerce” within the fair intendment of those words. 
We go no further and confine this opinion to the point specified. 

When proceeding under section 5 it is essential, first, that, hav- 
ing reason to believe a person, partnership, or corporation has used 
an unfair method of competition in commerce, the commission shall 
conclude a proceeding “in respect thereof would be to the interest 
of the public”; next, that it formulate and serve a complaint stating 
the charges “in that respect,” and give opportunity to the accused 
to show why an order should not issue directing him to “cease and 
desist from the violation of the law so charged in said complaint.” 
If after a hearing the commission shall deem “the method of com- 


petition in question is prohibited by this act,” it shall issue an order 
requiring the accused “to cease and desist from using such method 
of competition.” 

If, when liberally construed, the complaint is plainly insuffi- 
cient to show unfair competition within the proper meaning of these 


words there is no foundation for an order to desist—the thing 
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which may be prohibited is the method of competition specified in 
the complaint. Such an order should follow the complaint; other- 
wise it is improvident and, when challenged, will be annulled by 
the court. 

The words “unfair method of competition” are not defined by 
the statute and their exact meaning is in dispute. It is for the 
courts, not the commission, ultimately to determine as matter of 
law what they include. They are clearly inapplicable to practices 
never heretofore regarded as opposed to good morals because char- 
acterized by deception, bad faith, fraud, or oppression, or as against 
public policy because of their dangerous tendency unduly to hinder 
competition or create monopoly. The act was certainly not in- 
tended to fetter free and fair competition as commonly understood 
and practiced by honorable opponents in trade. 

Count 1 alleges, in effect: That Warren, Jones & Gratz are 
engaged in selling, either directly to the trade or through their cor- 
respondents, cotton ties produced by the Carnegie Steel Company 
and also jute bagging manufactured by the American Manufactur- 
ing Company. That P. P. Williams & Co., of Vicksburg, and C. O. 
Elmer, of New Orleans, are the selling and distributing agents of 
Warren, Jones & Gratz, and as such sell and distribute their ties 
and bagging to jobbers and dealers, who resell them to retailers, 
ginners and farmers. That with the purpose and effect of dis- 
couraging and stifling competition in the sale of such bagging all 
the respondents for more than a year have refused to sell any of 
such ties unless the purchaser would buy from them a correspond- 
ing amount of bagging—six yards with as many ties. 

The complaint contains no intimation that Warren, Jones & 
Gratz did not properly obtain their ties and bagging as merchants 
usually do; the amount controlled by them is not stated; nor is it 
alleged that they held a monopoly of either ties or bagging or had 
ability, purpose or intent to acquire one. So far as appears, act- 
ing independently, they undertook to sell their lawfully acquired 
property in the ordinary course, without deception, misrepresenta- 
tion, or oppression, and at fair prices, to purchasers willing to take 
it upon terms openly announced. 





a ae 
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Nothing is alleged which would justify the conclusion that the 
public suffered injury or that competitors had reasonable ground 
for complaint. All question of monopoly or combination being out 
of the way, a private merchant, acting with entire good faith, may 
properly refuse to sell, except in conjunction, such closely asso- 
ciated articles as ties and bagging. If real competition is to con- 
tinue, the right of the individual to exercise reasonable discretion 
in respect of his own business methods must be preserved. United 
States v. Colgate, 250 U. S. 800, 89 Sup. Ct. 465, 63 L. Ed. 992 [9 
T. M. Rep. 229]; United States v. A. Schrader’s Son, Inc. (March 
1, 1920), 252 U. S. —, 40 Sup. Ct. 251, 64 L. Ed. — [10 T. M. 
Rep. 147]. 

The first count of the complaint fails to show any unfair 
method of competition practiced by respondents and the order 
based thereon was improvident. 

The judgment of the court below is affirmed. 


Mr. Justice Pitney concurs in the result. 


Mr. Justice Branpeis dissenting, with whom Mr. Justice 
CLARKE concurs. 

First. The court disposes of the case on a question of plead- 
ing. This, under the circumstances, is contrary to established 
practice. The circumstances are these: 

The pleading held defective is not one in this suit. It is the 
pleading by which was originated the proceeding before the Federal 
Trade Commission, an administrative tribunal, whose order this 
suit was brought to set aside. No suggestion was made in the pro- 
ceeding before the commission that the complaint was defective. 
No such objection was raised in this suit in the court below. It 
was not made here by counsel. The objection is taken now for 
the first time and by the court. 

This suit, begun in the Circuit Court of Appeals for the Second 
Circuit, was brought to set aside an order of the Federal Trade 
Commission. Before the latter the matter involved was thoroughly 
tried on the merits. There was a complaint and answers. Thir- 
ty-five witnesses were examined and cross-examined. A report of 
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proposed findings as to facts was submitted by the examiner and 
exceptions were filed thereto. Then, the case was heard before the 
commission, which made a finding of facts, stated its conclusions as 
to the law, and ultimately issued the order in question. The pro- 
ceedings occupied more than 16 months. The report of them fills 
400 pages of the printed record. In my opinion it is our duty to 
determine whether the facts found by the commission are sufficient 
in law to support the order, and also, if it is questioned, whether 
the evidence was sufficient to support the findings of fact. 

Second. If the sufficiency of the complaint is held to be open 
for consideration here, we should, in my opinion, hold it to be suffi- 
cient. The complaint was filed under section 5 of the Federal 
Trade Commission Act which declares unlawful “unfair methods of 
competition in commerce,’ empowers the commission to prevent 
their use, and directs it to issue and serve “‘a complaint stating its 
charges in that respect” whenever it has reason to believe that a 
concern “has been or is using’ such methods. The function of the 
complaint is solely to advise the respondent of the charges made 
so that he may have due notice and full opportunity for a hearing 
thereon. It does not purport to set out the elements of a crime 
like an indictment or information, nor the elements of a cause of 
action like a declaration at law or a bill in equity. All that is 
requisite in a complaint before the commission is that there be a 
plain statement of the thing claimed to be wrong so that the re- 
spondent may be put upon his defence. The practice of the Federal 
Trade Commission in this respect, as in many others, is modeled on 
that which has been pursued by the Interstate Commerce Commis- 
sion for a generation and has been sanctioned by this as well as the 
lower federal courts. United States Leather Co. v. Southern Ry. 
Co., 21 Interst. Com. Com’n R. 323, 324; Clinton Sugar Refining 
Co. v. C. & N. W. Ry. Co., 28 Interst. Com. Com’n R. 864, 367; 
Stuarts Draft Milling Co. v. Southern Ry. Co., 31 Interst. Com. 
Com’n R. 623, 624; New York Central, etc., R. R. Co. v. Interstate 
Commerce Commission (C. C.) 168 Fed. 181, 188, 189; Dickerson 
v. Louisville & Nashville R. R. Co. (C. C.) 187 Fed. 874, 878; 
Texas & Pacific Ry. v. Interstate Commerce Commission, 162 U. S. 
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197, 215, 16 Sup. Ct. 666, 40 L. Ed. 940; Cincinnati, Hamilton & 
Dayton Ry. Co. v. Interstate Commerce Commission, 206 U. S. 142, 
149, 27 Sup. Ct. 648, 51 L. Ed. 995. 

The complaint here under consideration stated clearly that 

an unfair method of competition had been used by respondents, and 

a specified what it was, namely, refusing to sell cotton ties unless the 

x customer would purchase with each six ties also six yards of bag- 

ging. The complaint did not set out the circumstances which 

rendered this tying of bagging to ties an unfair practice. But 

this was not necessary. The complaint was similar in form to 

those filed with the Interstate Commerce Commission on complaints 

to enforce the prohibition of “unjust and unreasonable charges’’ or 

of “undue or unreasonable preference or advantage” which the act 

to regulate commerce imposes (Comp. St. § 8565). It is unneces- 

sary to set forth why the rate specified was unjust or why the 

preference specified is undue or unreasonable, because these are 

matters not of law but of fact to be established by the evidence. 

ann Pennsylvania Co. v. United States, 286 U. S. 351, 361, 35 Sup. Ct. 

370, 59 L. Ed. 616. So far as appears neither this nor any other 

court has ever held that an order entered by the Interstate Com- 

merce Commission may be set aside as void, because the complaint 

by which the proceeding was initiated, failed to set forth the reasons 

why the rate or the practice complained of was unjust or unreason- 

‘ able; and I cannot see why a different rule should be applied to 
orders of the Federal Trade Commission issued under section 5.’ 

In considering whether the complaint is sufficient, it is neces- 

sary to bear in mind the nature of the proceeding under review. 

; The proceeding is not punitive. The complaint is not made with 

at. a view to subjecting the respondents to any form of punishment. 


1See Report Senate Committee on Interstate Commerce, June 13, 1914, 
Sixty-Third Congress, Second Session, No. 597, p. 13: “It is believed that 
the term ‘unfair competition’ has a legal significance which can be en- 
forced by the commission and the courts, and that it is no more difficult to 
determine what is unfair competition than it is to determine what is a 
reasonable rate or what is an unjust discrimination. The committee was 
of the opinion that it would be better to put in a general provision con- 
demning unfair competition than to attempt to define the numerous un- 
fair practices, such as local price cutting, interlocking directorates, and 
holding companies intended to restrain substantial competition.” 
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It is not remedial. The complaint is not filed with a view to afford- 
ing compensation for any injury alleged to have resulted from the 
matter charged, nor with a view to protecting individuals from any 
such injury in the future. The proceeding is strictly a preventive 
measure taken in the interest of the general public. And what it 
is brought to prevent is not the commission of acts of unfair com- 
petition, but the pursuit of unfair methods. Furthermore, the order 
is not self-executory. Standing alone it is only informative and 
advisory. The commission cannot enforce it. If not acquiesced in 
by the respondents, the commission may apply to the Circuit Court 
of Appeals to enforce it. But the commission need not take such 
action, and it did not do so in respect to the order here in question. 
Respondents may, if they see fit, become the actors and ask to have 
the order set aside. That is what was done in the case at bar. 
The proceeding is thus a novelty. It is a new device in ad- 
ministrative machinery, introduced by Congress in the year 1914, 
in the hope thereby of remedying conditions in business which a 
great majority of the American people regarded as menancing the 
general welfare, and which for more than a generation they had 
vainly attempted to remedy by the ordinary processes of law. It 
was believed that widespread and growing concentration in industry 
and commerce restrained trade, and that monopolies were acquiring 
increasing control of business. Legislation designed to arrest the 
movement and to secure disintegration of existing combinations had 
been enacted by some of the states as early as 1889. In 1890 
Congress passed the Sherman Law (Comp. St. §§ 8820-8823, 8827- 
8880). It was followed by much legislation in the states? and 
many official investigations. Between 1906 and 1913 reports were 
made by the Federal Bureau of Corporations of its investigations 
into the petroleum industry, the tobacco industry, the steel industry, 
and the farm implement industry. A special committee of Congress 
investigated the affairs of the United States. Steel Corporation. 
And in 1911 this court rendered its decision in Standard Oil Co. 


?See Laws on Trusts and Monopolies, compiled under the direction of 
the Clerk of the House Committee on Judiciary, Sixty-Third Congress, by 
Nathan B. Williams, revised January 10, 1914; also Trust Laws and Un- 
fair Competition (Federal) Bureau of Corporations, March 15, 1915. 
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v. United States, 221 U. S. 1, 81 Sup. Ct. 502, 55 L. Ed. 619, 34 
L. R. A. (N. S.) 834, Ann. Cas. 1912D, 734, and in American 
Tobacco Co. v. United States, 221 U. S. 106, 31 Sup. Ct. 682, 55 
L. Ed. 663. The conviction became general in America, that the 
legislation of the past had been largely ineffective. There was 
general agreement that further legislation was desirable. But there 
was a clear division of opinion as to what its character should be. 
Many believed that concentration (called by its opponents mon- 
opoly) was inevitable and desirable; and these desired that con- 
centration should be recognized by law and be regulated. Others 
believed that concentration was a source of evil; that existing com- 
binations could be disintegrated, if only the judicial machinery 
were perfected; and that further concentration could be averted 
by providing additional remedies, and particularly through regulat- 
ing competition. The latter view prevailed in the Sixty-Third 
Congress.* The Clayton Act (Act Oct. 15, 1914, ¢. 323, 38 Stat. 
730) was framed largely with a view to making more effective the 
remedies given by the Sherman law. The Federal Trade Commis- 
sion Act (Act Sept. 26, 1914, c. 811, 88 Stat. 717) created an ad- 
ministrative tribunal, largely with a view to regulating competition. 

Many of the duties imposed upon the Trade Commission had 
been theretofore performed by the Bureau of Corporations. That 
which was in essence new legislation was the power conferred by 
section 5. The belief was widespread that the great trusts had 
acquired their power, in the main, through destroying or overreach- 
ing their weaker rivals by resort to unfair practices.* As Standard 


’See Report of Senate Committee on Interstate Commerce, June 13, 
1914, Sixty-Third Congress, Second Session, No. 597, p. 10, reporting the 
bill: 

“Some would found such a commission upon the theory that monop- 
olistic industry is the ultimate result of economic evolution and that it 
should be so recognized and declared to be vested with a public interest and 
as such regulated by a commission. This contemplates even the regulation 
of prices. Others hold that private monopoly is intolerable, unscientific 
and abnormal, but recognize that a commission is a necessary adjunct to 
the preservation of competition and to the practical enforcement of the 
ion, * > * 


“The commission which is proposed by your committee in the bill sub- 
mitted is founded upon the latter purpose and idea.” 


*“Unfair Competition,” by William S. Stevens, Political Science Quar- 
terly (1914), p. 283; “The Morals of Monopoly and Competition” (1916), 
by H. B. Reed. 
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Oil rebates led to the creation of the Interstate Commerce Commis- 
sion,’ other unfair methods of competition, which the investigations 
of the trusts had laid bare, led to the creation of the Federal Trade 
Commission. It was hoped that, as the former had substantially 
eliminated rebates, the latter might put an end to all other unfair 
trade practices, and that it might prove possible thereby to pre- 
serve the competitive system. It was a new experiment on old 
lines; and the machinery employed was substantially similar. 

In undertaking to regulate competition through the Trade 
Commission, Congress (besides resorting to administrative as dis- 
tinguished from judicial machinery) departed in two important 
respects from the methods and measures theretofore applied in 
dealing with trusts and restraints of trade: 

(1) Instead of attempting to inflict punishment for having 
done prohibited acts, instead of enjoining the continuance of pro- 
hibited combinations and compelling disintegration of those formed 
in violation of law, the act undertook to preserve competition 
through supervisory action of the commission. The potency of ac- 
complished facts had already been demonstrated. The task of the 
commission was to protect competitive business from further in- 
roads by monopoly. It was to be ever vigilant. If it discovered 
that any business concern had used any practice which would be 
likely to result in public injury—because in its nature it would 
tend to aid or develop into a restraint of trade—the commission was 
directed to intervene, before any act should be done or condition 
arise violative of the Anti-Trust Act. And it should do this by 
filing a complaint with a view to a thorough investigation; and, if 
need be, the issue of an order. Its action was to be prophylactic. 
Its purpose in respect to restraints of trade was prevention of dis- 
eased business conditions, not cure.°® 

*>See Railway Problems by William Z. Ripley (1907), p. x. 


* Senator Cummins, chairman of the committee which reported the bill, 
said (Cong. Rec., vol. 51, p. 11455): 

“Unfair competition must usually proceed to great lengths and be de- 
structive of competition before it can be seized and denounced by the anti- 
trust law. In other cases it must be associated with, coupled with, other 
vicious and unlawful practices in order to bring the person or the corpora- 
tion guilty of the practice within the scope of the anti-trust law. The 








A 


FEDERAL TRADE COMMISSION V. GRATZ, ET AL. 307 


(2) Instead of undertaking to define what practices should 
be deemed unfair, as had been done in earlier legislation, the act 
left the determination to the commission.’ Experience with exist- 
ing laws had taught that definition, being necessarily rigid, would 
prove embarrassing and, if rigorously applied, might involve great 
hardship. Methods of competition which would be unfair in one 
industry, under certain circumstances, might, when adopted in an- 
other industry, or even in the same industry under different cir- 
cumstances, be entirely unobjectionable.* Furthermore, an enumera- 


purpose of this bill in this section and in other sections which I hope will 
be added to it, is to seize the offender before his ravages have gone to the 
length necessary in order to bring him within the law that we already have. 

“We knew little of these things in 1890. The commerce of the United 
States has largely developed in the last 25 years. The modern methods of 
carrying on business have been discovered and put into operation in the 
last quarter of a century; and as we have gone on under the anti-trust law 
under the decisions of the court in their effort to enforce that law, we have 
observed certain forms of industrial activity which ought to be prohibited 
whether in and of themselves they restrain trade or commerce or not. We 
have discovered that their tendency is evil; we have discovered that the 
end which is inevitably reached through these methods is an end which is 
destructive of fair commerce between the states. It is these considerations 
which, in my judgment, have made it wise, if not necessary to supplement 
the anti-trust law by additional legislation, not in antagonism to the anti- 
trust law, but in harmony with the anti-trust law, to more effectively put 
into the industrial life of America the principal of the anti-trust law, which 
is fair, reasonable competition, independence to the individual, and disasso- 
ciation among the corporations. * * *” 


™See Report Senate Committee on Interstate Commerce, June 13, 1914, 
Sixty-Third Congress, Second Session, No. 597, p. 13: “The committee gave 
careful consideration to the question as to whether it would attempt to 
define the many and variable unfair practices which prevail in commerce 
and to forbid their continuance or whether it would, by a general declara- 
tion condemning unfair practices, leave it to the commission to determine 
what practices were unfair. It concluded that the latter course would be the 
better. * * *” See also “Unfair Competition,” by W. H. S. Stevens (Uni- 
versity of Chicago Press, 1916), pp. 1, 2. For laws prohibiting specific acts 
of unfair competition, see “Trust Laws and Unfair Competition” (Federal) 
Bureau of Corporations (March 15, 1915) pp. 184, 199. 


*Report of (Federal) Bureau of Corporations on the International 
Harvester Co., March 3, 1913, p. 30: “In discussing the competitive methods 
of the company it should be recognized that some practices which might 
be regarded with indifference if there were a number of competitors of 
substantially equal size and power may become objectionable when one com- 
petitor far outranks not only its nearest rival, but practically all rivals 
combined, as is true of the International Harvester Company, so far as 
several of its most important lines are concerned.” 

The Australian Industries Preservation Act, 1908-1910, expressly de- 
clares that “unfair competition means competition which is unfair in the 
circumstances.” “Trust Laws and Unfair Competition” (Federal) Bureau 
of Corporations (March 15, 1915), pp. 552, 747. 
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tion, however comprehensive, of existing methods of unfair competi- 
tion must necessarily soon prove incomplete, as with new conditions 
constantly arising novel unfair methods would be devised and de- 
veloped. In leaving to the commission the determination of the 
question whether the method of competition pursued in a particular 
case was unfair, Congress followed the precedent which it had set 
a quarter of century earlier, when by the act to regulate commerce 
it conferred upon the Interstate Commerce Commission power to 
determine whether a preference or advantage given to a shipper or 
locality fell within the prohibition of an undue or unreasonable 
preference or advantage.® See Pennsylvania Co. v. United States, 
supra, 236 U. S. 361, 35 Sup. Ct. 370, 59 L. Ed. 616; Texas & 
Pacific Railway v. Interstate Commerce Commission, 162 U. S. 197, 
219, 220, 16 Sup. Ct. 666, 40 L. Ed. 940. Recognizing that the 
question whether a method of competitive practice was unfair would 
ordinarily depend upon special facts, Congress imposed upon the 
commission the duty of finding the facts, and it declared that find- 
ings of fact so made (if duly supported by evidence) were to be 
taken as final. The question whether the method of competition 
pursued could, on those facts, reasonably be held by the commis- 
sion to constitute an unfair method of competition, being a question 
of law, was necessarily left open to review by the court. Compare 
Interstate Commerce Commission v. Diffenbaugh, 222 U. S. 42, 
32 Sup. Ct. 22, 56 L. Ed. 88; Interstate Commerce Commission v. 
Baltimore §& Ohio R. R., 145 U. S. 268, 12 Sup. Ct. 844, 86 L. Ed. 
699. 

Third. Such a question of law is presented to us for decision, 
and it is this: Can the refusal by a manufacturer to sell his 
product to a jobber or retailer, except upon condition that the pur- 
chaser will buy from him also his trade requirements in another 
article or articles, reasonably be found by the commission to be an 
unfair method of competition under the circumstances set forth in 
the findings of fact? If we were called upon to consider the suffi- 
ciency of the complaint, and that merely, the question for our deci- 
sion would be, whether the particular practice could, under any 


® See note 1, supra. 
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circumstances, reasonably be deemed an unfair method of competi- 
tion. But as this suit to set aside the order of the commission 
brings before us its findings of fact, we must determine whether 
these are sufficient to support their conclusion of law that the 
practice constituted— 


“under the circumstances therein set forth, unfair methods of competition 
in interstate commerce against other manufacturers, dealers and distributors 
in the material known as sugar-bag cloth, and against manufacturers, 
dealers and distributors of the bagging known as a rewoven bagging and 
second-hand bagging in violation of” the statute. 

It is obvious that the imposition of such a condition is not 
necessarily and universally an unfair method; but that it may be 
such under some circumstances seems equally clear. Under the 
usual conditions of competitive trade the practice might be wholly 
unobjectionable. But the history of combinations has shown that 
what one may do with impunity, may have intolerable results when 
done by several in cooperation. Similarly what approximately 
equal individual traders may do in honorable rivalry may result in 
grave injustice and public injury, if done by a great corporation in 
a particular field of business which it is able to dominate. In other 
words, a method of competition fair among equals may be very un- 
fair if applied where there is inequality of resources.’° Without 
providing for those cases where the method of competition here 
involved would be unobjectionable, Massachusetts legislated against 
the practice, as early as 1901, by a statute (chapter 478) of gen- 
eral application. Its highest court, in applying the law which it 
held to be constitutional, described the prohibited method as “un- 
fair competition.” Commonwealth v. Strauss, 188 Mass. 229, 74 
N. E. 308; Id., 191 Mass. 545, 78 N. E. 186, 11 L. R. A. (N. S.) 
968, 6 Ann. Cas. 842. Compare People v. Duke, 19 Misc. Rep. 
292, 44 N. Y. Supp. 336. The (Federal) Bureau of Corporations 
held the practice, which it described as “full-line forcing” to be 
*t Congress, by section 3 of the Clayton Act, 
specifically prohibited the practice in a limited field under certain 


* See “The Morals of Monopoly and Competition,” by H. B. Reed 
(1916), pp. 120-122. 


" Report of the (Federal) Bureau of Corporations on the International 
Harvester Company (March 3, 1913), p. 308. 


highly reprehensible. 
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circumstances. An injunction against the practice has been in- 
cluded in several decrees in favor of the government entered in 
cases under the Sherman Law.'* In the decree by which the Ameri- 
can Tobacco Company was disintegrated pursuant to the mandate 
of this court, each of the fourteen companies was enjoined from 
“refusing to sell to any jobber any brand of any tobacco product 
manufactured by it, except upon condition that such jobber shall 
purchase from the vendor some other brand or product also manu- 
factured and sold by it. * * *” United States v. American Tobacco 
Co. (C. C.) 191 Fed. 871, 429. The practice here in question is 
merely one form of the so-called “tying clauses” or “conditional 
requirements” which have been declared in a discerning study of the 
whole subject to be “perhaps the most interesting of any of the 
methods of unfair competition.’’** 

The following facts found by the commission, and which the 
Circuit Court of Appeals held were supported by sufficient evidence, 
show that the conditions in the cotton tie and bagging trade were in 
1918 such that the Federal Trade Commission could reasonably 
find that the tying clause here in question was an unfair method of 
competition: Cotton, America’s chief staple, is marketed in bales. 
To bale cotton, steel ties and jute bagging are essential. The 
Carnegie Steel Company, a subsidiary of the United States Steel 
Corporation, manufactures so large a proportion of all such steel 
ties that it dominates the cotton tie situation in the United States 
and is able to fix and control the price of such ties throughout the 
country. The American Manufacturing Company manufactures 
about 45 per cent. of all bagging used for cotton baling; one other 
company about 20 per cent.; and the remaining 35 per cent. is 
made up of second hand bagging and a material called sugar-bag 
cloth. Warren, Jones & Gratz, of St. Louis, are the Carnegie 
Company’s sole agents for selling and distributing steel ties. They 
are also the American Manufacturing Company’s sole agents for 


2See “Unfair Methods of Competition and their Prevention,” by 
W. H. S. Stevens, Annals, American Academy of Political and Social 
Science (1916) pp. 42, 43, “Trust Laws and Unfair Competition” (Federal) 
Bureau of Corporation (March 15, 1915), pp. 484-486, 493. 


* “Unfair Competition,” by W. H. S. Stevens (1916), p. 54. 
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selling and distributing jute bagging in the cotton-growing section 
west of the Mississippi. By virtue of their selling agency for the 
Carnegie Company, Warren, Jones & Gratz held a dominating and 
controlling position in the sale and distribution of cotton ties in the 
entire cotton-growing section of the country, and thereby it was in 
a position to force would-be purchasers of ties to also buy from 
them bagging manufactured by the American Manufacturing Com- 
pany. A great many merchants, jobbers, and dealers in bagging 
and ties throughout the cotton-growing states were many times un- 
able to procure ties from any other firm than Warren, Jones & 
Gratz. In many instances Warren, Jones & Gratz refused to sell 
ties unless the purchaser would also buy from them a corresponding 
amount of bagging, and such purchasers were oftentimes compelled 
to buy from them bagging manufactured by the American Manufac- 
turing Company in order to procure a sufficient supply of steel ties. 

These are conditions closely resembling those under which 
“full-line forcing,’ “exclusive-dealing requirements” or “shutting 
off materials, supplies or machines from competitors’—well-known 
methods of competition, have been held to be unfair, when practiced 
by concerns holding a preponderant position in the trade.'* 

Fourth. The Circuit Court of Appeals set aside the order of 
the commission solely on the ground that it was without authority to 
determine the merits of specific individual grievances, and that 
the evidence did not support its finding that Warren, Jones & 
Gratz had— 


“adopted and practiced the policy of refusing to sell steel ties to those 
merchants and dealers who wished to buy from them unless such merchants 
and dealers would also buy from them a corresponding amount of jute 
bagging.” 

The reason assigned by the Circuit Court of Appeals for so 
holding was that the evidence failed to show that the practice com- 
plained of (although acted on in individual cases by respondents) 
had become their “general practice.” But the power of the Trade 
Commission to prohibit an unfair method of competition found to 
have been used is not limited to cases where the practice had become 


14 See “Trust Laws and Unfair Competition” (Federal) Bureau of Cor- 
porations (March 15, 1915), pp. 319-323, 328. 
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general. What section 5 declares unlawful is not unfair competi- 
tion. That had been unlawful before. What that section made 
unlawful were “unfair methods of competition” ; that is, the method 
or means by which an unfair end might be accomplished. The 
commission was directed to act, if it had reason to believe that an 
“unfair method of competition in commerce has been or is being 
used.”” The purpose of Congress was to prevent any unfair method 
which may have been used by any concern in competition from be- 
coming its general practice. It was only by stopping its use before 
it became a general practice, that the apprehended effect of an un- 
fair method in suppressing competition by destroying rivals could 
be averted. As the Circuit Court of Appeals found that the evi- 
dence was sufficient to support the facts set forth above, and since 
on those facts the commission could reasonably hold that the method 
of competition in question was unfair under the circumstances, it 
had power under the act to issue the order complained of. 

In my opinion the judgment of the Circuit Court of Appeals 
should be reversed. 


Meccano, Limirep v. JoHN WANAMAKER, New YorK 
(40 Supreme Court Rep. 463) 


Supreme Court of the United States 
May 17, 1920 


Uwnrarr CoMPETITION—IMITATION OF STRUCTURAL ELEMENTS. 
The decision of the United States Circuit Court of Appeals in the 
case of Meccano, Limited v. John Wanamaker, New York, 8 T. M. Rep. 
321, is affirmed. 


On writ of certiorari to the United States Circuit Court of 
Appeals. Affirmed and remanded. 
See 7 T. M. Rep. 62 and 8 T. M. Rep. 321. 


Messrs. Reeve Lewis and W. B. Kerkham, both of Washington, 
D. C., for petitioner. 
Mr. H. A. Toulmin, of Dayton, Ohio, for respondent. 
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Mr. Justice McReynotps delivered the opinion of the Court. 

Proceeding against Wagner and others in the United States 
District Court, Southern District of Ohio, Meccano, Limited, ob- 
tained a decree (July 8, 1916) affirming the validity, and restrain- 
ing infringement, of its patent for mechanical toys, also restraining 
unfair competition in making and selling such toys and the further 
infringement of its copyright upon trade catalogue and illustrated 
manual relating thereto. Meccano v. Wagner, 284 Fed. 912 [6 
T. M. Rep. 487]. An appeal was taken to the Circuit Court of 
Appeals, Sixth Circuit. The same corporation instituted the present 
suit in the United States District Court, Southern District of New 
York (December 9, 1916) seeking like relief against John Wana- 
maker, a customer of Wagner. 

The trial court granted a preliminary injunction, asked upon 
the bill, supporting affidavits and exhibits—January 12, 1917. It 
expressed general agreement with the conclusions announced in the 
Ohio cause and said: 


“It seems quite apparent that the patent is infringed and that diagrams 
and directions as to construction have been borrowed by defendant from 
complainant’s copyrighted catalogues, and that the system of construction 
adopted by the defendant is a direct imitation of complainant’s system.” 

An appeal followed, pending which the Circuit Court of Ap- 
peals, Sixth Circuit (November, 1917), reversed the Ohio District 
Court’s decree so far as it sustained the patent, approved it other- 
wise, and remanded the cause for further proceedings. Wagner v. 
Meccano, 246 Fed. 608, 158 C. C. A. 578. 

January 25, 1918, after argument, but before determination 
of appeal from the preliminary order, petitioner moved for final 
decision on the merits, claiming that the decree of the Circuit Court 
of Appeals, Sixth Circuit, “is final and conclusive as to the case 
at bar, under principles enunciated by the Supreme Court.” Being 
opposed, the motion was denied—March 24, 1918. The court 
said of it: 

“This was a motion for a ‘decision on the merits of this cause’ by this 
court under the following circumstances: A suit was brought in the District 
Court for the Southern District of New York for an injunction for in- 


fringement of a copyright, and of a patent, and for unfair competition in 
the manufacture of a mechanical toy in absolute imitation of the plain- 
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tiff’s. The plaintiff applied for and got an injunction pendente lite 241 
Fed. 133 [7 T. M. Rep. 62], from which the defendant appealed. That 
appeal is still pending undetermined in this court. Meanwhile the plain- 
tiff had in the District Court required the defendant to answer certain 
interrogatories, by which it appeared that the defendant procured from 
one Wagner the toys which it sold in alleged unfair competition and 
in violation of the patent, and also the ‘manuals’ which went with the toys 
and explained their uses, which are alleged to infringe the copyright. The 
interrogatories further showed that Wagner had agreed to hold the de- 
fendant harmless for any sales of the toys and manuals, and that in pur- 
suance of that undertaking he had taken a share in the defense of this suit. 
While it did not appear exactly what that share was, it may be assumed, 
for the purpose of the motion only, that Wagner has assumed the chief 
conduct of the case, and that the defendant remains only formally repre- 
sented. 

“The plaintiff sued Wagner in Ohio upon the three same causes of 
equity and obtained a decree upon all. Later an appeal was taken to the 
Circuit Court of Appeals for the Sixth Circuit, and the decree was affirmed 
except as to the patent, which was declared invalid, and which the plain- 
tiff has now withdrawn from his suit. No final decree has been entered, 
and the Ohio cause now stands for an accounting in the District Court. 
This motion is upon the record in the Ohio suit, which is made a part of the 
moving papers, and it presupposes that this court may pass a final decree 
for the plaintiff upon the appeal from the injunction pendente lite, upon 
the assumption that that record is a complete estoppel against the defendant 
here and leaves open no issues for determination between the parties.” 

“We pass the question of practice whether this court, under the doctrine 
of Mast, Foos & Co. v. Stover Mfg. Co., 177 U. S. 488, 20 Sup. Ct. 708, 44 
lL. Ed. 856, may enter a decree for the plaintiff upon such an appeal as 
that now pending. Mast, Foos & Co. v. Stover Mfg. Co., supra, was a case 
where the bill was dismissed, and no case has so far held that the plaintiff 
could obtain an affirmative decree. As we think the motion must be denied 
upon the merits, we leave open the question whether the plaintiff may in 
any event so terminate the litigation. * * * It is apparent that some of the 
issues are different from those litigated in Ohio; they involve, not only 
the defendant’s rights to sell Wagner’s toys and manuals, but any others 
which it may procure elsewhere. * * * At best the rule in Mast, Foos & Co. 
v. Stover Mfg. Co., supra, is limited to those cases in which the court can 
see that the whole issues can be disposed of at once without injustice to 
the parties. Whatever may be the result here, it is apparent that the case 
involves more than can be so decided.” 250 Fed. 250, 162 C. C. A. 386. 


April 15, 1918, the court below reversed the challenged pre- 
liminary order. After stating that the trial court very naturally 
followed the Ohio District Court, it referred to the partial reversal 
of the decree there announced and expressed entire agreement with 
the Circuit Court of Appeals, Sixth Circuit, in holding the patent 
invalid. And, having considered the evidence relating to copyright 
and unfair competition, it found no adequate ground for an in- 
junction. 250 Fed. 450, 162 C. C. A. 386 [8 T. M. Rep. 821]. 
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The cause comes here by certiorari. See Ex parte, Wagner, 249 
U. S. 465, 89 Sup. Ct. 317, 68 L. Ed. 709. 

Decrees by Circuit Courts of Appeals are declared final by 
section 128, Judicial Code (Comp. St. § 1120), in cases like the 
present one. We therefore had authority to bring this cause up 
by certiorari and may treat it as if here on appeal. Section 240, 
Judicial Code (Comp. St. 1217) Harriman v. Northern Securities 
Co., 197 U. S. 244, 287, 25 Sup. Ct. 498, 49 L. Ed. 789; Denver v. 
New York Trust Co., 229 U.S. 128, 136, 33 Sup. Ct. 657, 57 L. Ed. 
1101. The power of Circuit Courts of Appeals to review pre- 
liminary orders granting injunctions arises from section 129, Judi- 
cial Code, which has been often considered. Smith v. Vulcan Iron 
Works, 165 U. S. 518, 17 Sup. Ct. 407, 41 L. Ed. 810; Mast, Foos 
& Co. v. Stover Manufacturing Co., 177 U. S. 485, 494, 20 Sup. Ct. 
708, 44 L. Ed. 856; Harriman v. Northern Securities Co., supra; 
United States Fidelity & Guaranty Co. v. Bray, 225 U.S. 205, 214, 
32 Sup. Ct. 620, 56 L. Ed. 1055; Denver v. New York Trust Co., 
supra. This power is not limited to mere consideration of, and 
action upon, the order appealed from; but, if insuperable objection 
to maintaining the bill clearly appears, it may be dismissed and the 
litigation terminated. 

The correct general doctrine is that whether a preliminary in- 
junction shall be awarded rests in sound discretion of the trial 
court. Upon appeal, an order granting or denying such an injunc- 
tion will not be disturbed, unless contrary to some rule of equity, 
or the result of improvident exercise of judicial discretion. Rahley 
v. Columbia Phonograph Co., 122 Fed. 628, 58 C. C. A. 689; Texas 
Traction Co. v. Barron G. Collier, Inc., 195 Fed. 65, 66, 115 
C. C. A. 82; Southern Express Co. v. Long, et al., 202 Fed. 462, 
120 C. C. A. 568; City of Amarillo, et al. v. Southwestern Telegraph 
& Telephone Co., 253 Fed. 638, 165 C. C. A. 264. The informed 
judgment of the Circuit Court of Appeals exercised upon a view of 
all relevant circumstances is entitled to great weight. And, except 
for strong reasons, this court will not interfere with its action. No 
such reasons are presented by the present record. 

Pending the New York appeal the situation underwent a 
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radical change—the Circuit Court of Appeals, Sixth Circuit, re- 
versed the decree upholding petitioner’s patent. Evidently the trial 
court had granted the preliminary injunction in entire reliance 
upon that decree, and after its reversal the court below properly 
took notice of and considered the changed circumstances. Gulf, 
Colorado & Santa Fé Ry. v. Dennis, 224 U. S. 5038, 505, 506, 32 
Sup. Ct. 542, 56 L. Ed. 860. 

Petitioner maintains that its motion for final decree upon the 
merits should have been sustained. But the appeal was from an 
interlocutory order and the court could only exercise powers given 
by statute. On such an appeal a cause may be dismissed if it clearly 
appears that no ground exists for equitable relief; but finally to 
decide a defendant’s rights upon the mere statement of his adver- 
sary, although apparently supported by eax parte affidavits and 
decrees of other courts, is not within the purview of the act. He 
is entitled to a day in court with opportunity to set up and establish 
his defenses. The motion for final judgment was properly over- 
ruled. Eagle Glass § Manufacturing Co. v. Rowe, et al., 245 U.S. 
275, 281, 38 Sup. Ct. 80, 62 L. Ed. 286. 

Petitioner's motion to enter a disclaimer must be denied. 

If the two Circuit Courts of Appeals have expressed conflicting 
views, we cannot now declare which is right or undertake finally 
to decide the several issues involved upon their merits. The matter 
for review here is the action of the courts below upon the prelim- 
inary order for injunction and we may go no further. Leeds & 
Catlin Co. v. Victor Talking Machine Co., 213 U. S. 301, 311, 29 
Sup. Ct. 495, 53 L. Ed. 805; Lutcher & Moore Lumber Co. v. 
Knight, 217 U. S. 257, 267, 30 Sup. Ct. 505, 54 L. Ed. 757. 

The judgment of the Circuit Court of Appeals is affirmed. The 
cause will be remanded to the District Court for further proceed- 
ings in conformity with this opinion. 
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Feperat Trape Commission v. Beecu-Nut Pacxinec Company 
(40 Supreme Court Rep. 584) 


Supreme Court of the United States 
June 1, 1920 


In the above entitled cause a petition for a writ of certiorari 
to the United States Circuit Court of Appeals for the Second Cir- 
cuit is granted. (For the opinion below, see 10 T. M. Rep. 151.) 


WicutmMan & Hoven Co. v. Nivois 
(264 Fed. Rep. 98) 


United States Circuit Court of Appeals, Second Circuit 


February 18, 1920 


1. Trape-Marxs—GeocrapHicaL Terms—“YANKEE.” 

In the absence of any showing of earlier appropriation, a manu- 
facturer had the right to use the word “Yankee” as a trade-mark for 
cigarette cases. 

2, Trape-Marks—INFRINGEMENT—PATENTEE IMITATING Mark oF LICENSEE 
oF PATENT. 

Where the patentee of a cigarette case granted to another a license 
to manufacture such cases of certain designated metals, and the licensee 
made his cases known to the public under a given trade-mark, the pa- 
tentee in applying the same mark to cases composed of metals which 
the license permitted him to use was guilty of infringement. 

3. Uwnram CompetitioN—IMITATION OF ORNAMENTAL FEATURES—PATENTEE 

ImrratinG Goons or Licensee or His Patent. 

The patentee of a cigarette case who had licensed another to make 
such cases of certain designated metals was guilty of unfair competi- 
tion in copying upon cases of other metals the distinctive ornamental 
features used by the licensee. 


Complainant appeals from an order of the United States Dis- 
trict Court for the Southern District of New York denying a pre- 
liminary injunction. Reversed. 


The action is to restrain infringement of trade-mark and unfair com- 
petition. Defendant owned a patent on a cigarette case. In July, 1917, 
plaintiff became the exclusive licensee under said patent for the “manufac- 
ture and sale” of cases made under the patent, provided that said cases 
should be made only of “German silver, sterling silver, gold-filled, and 
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solid gold, but no other metal or materials.” Under the license agreement 
defendant became entitled to royalties guaranteed not to be less than $500 
a year. Thereafter plaintiff manufactured under the license, advertised 
the cases so made, and has proved an existing business showing reasonable 


growth, until the defendant began to compete in the manner complained 
of. 


Plaintiff’s cigarette cases were sold under the trade-name of “Yankee,” 
which name the defendant first suggested. They are ornamented exter- 
nally and internally in a peculiar manner, and packed for distribution in 
a box displaying on its outside a picture of the cigarette case and the name 
“Yankee.” 

It is proved that defendant drew the license as he did because he ex- 
pected and intended to make or have made cigarette cases under his patent 
of cheaper materials than those ordinarily used by plaintiff, whose business 
is largely that of jewelers. In 1919 defendant caused to be made and sold 
a cigarette case, said to be composed of brass coated with nickel, which 
he ornamented in substantially the same way as were plaintiff's “Yankee” 
cases; he called them by the name “Yankee,” and packed each case for 
distribution in a box which is almost a facsimile of the one used by plain- 
tiff. Thereupon this action was brought, and application made for injunc- 
tion, which was denied. This appeal followed. 

Albert M. Austin, of New York City (Irving M. Obrieght, ot 

New York City, of counsel), for appellant. 

Richard B. Cavanagh, of New York City (J. Granville Meyers 

and George G. Hyde, both of New York City, of counsel). 


for appellee. 
Before Rocers, Hoven, and Manton, Circuit Judges. 


Hoven, Circuit Judge (after stating the facts as above). In 
the absence of any showing of earlier appropriation, plaintiff had 
perfect right to use “Yankee” as a trade-mark for cigarette cases. 
Compare Scandinavia, etc., Co. v. Asbestos, etc., Co., 257 Fed. 937. 
— C.C. A. — [9 T. M. Rep. 136]. 

That defendant suggested the name as a good one is im- 
material A trade-mark is appurtenant to a business, and the ques- 
tion argued at bar is: Whose was the business of dealing in “Yan- 
kee” cigarette cases? It is quite true that a trade-mark may belong 
to a dealer in, and not to the manufacturer of, the goods known by 
the trade-name (Menendez v. Holt, 128 U. S. 514, 9 Sup. Ct. 143, 
32 L. Ed. 526), and defendant, who bought “Yankee” cases from 
plaintiff in considerable quantities, seeks to occupy that position. 


He is not sustained by the evidence; on the contrary, we find that 
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the business of making and selling these articles was the plaintiff's 
business, and not the defendant’s. 

Nor is it material that the cases are made under a patent owned 
by defendant. A licensee may build up a business in the patented 
article and create a trade-mark by his efforts, which will even re- 
main his after the expiration of the patent. President, etc., Co. v. 
Macwilliam, 238 Fed. 159, 151 C. C. A. 235 [7 T. M. Rep. 103]. 
We regard it as shown clearly that defendant has made a cigarette 
case in appearance, ornamentation, dress and packing exactly like 
plaintiff's. The only difference is that it is not composed of the 
materials specified in plaintiff’s license. In other words he has 
waited until plaintiff's expensive article has become known and 
made a market for itself, and then imitated it in a comparatively 
cheap way. 

It is urged that the copying of plaintiff’s style of ornamenta- 
tion is an appropriation of those nonfunctional features upon which 
stress has been so often laid in cases of unfair competition. It 
was pointed out in Crescent, etc., Co. v. Kilborn, 247 Fed. 299, 159 
C. C. A. 393 [8 T. M. Rep. 177], that to enjoin such copying it 
must be shown that the ornamentation of plaintiff's article had be- 
come associated with the thing itself in the minds of the public; 
but we think the proofs in this case respond to that test. 

The order refusing injunction is reversed, and the cause re- 
manded, with direction to enjoin defendant until the further order 
of the court from all use of the trade-mark “Yankee” in connection 
with cigarette cases, further preventing him from making or vend- 
ing cigarette cases ornamented either externally or internally as 
plaintiff's “Yankee” cases have been, or from in any way pretend- 
ing or suggesting that any cigarette case made by him or for him 
by any manufacturer other than plaintiff is a Yankee cigarette case. 
We do not, however, think that at this stage of the case defendant 
should be enjoined from making cases under the patent in question 
composed of brass with nickel plating. Whether such an article is 
or can be said to be either of German silver or of an imitation of 
German silver is a matter to be left to final hearing. 


Plaintiff will recover the costs of this appeal. 
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Auto AcetyLeNne Licut Co., er au. v. Prest-O-Ligut Co., Inc. 


(264 Fed. Rep. 810) 
United States Circuit Court of Appeals, Sixth Circuit 
May 4, 1920 


Unrair ComMpPeTITION—SUBSTITUTION—PALMING OFF DEFENDANT'S ACET- 

YLENE GaAs AS THAT OF COMPLAINANT. 

Where complainant sold its acetylene gas in portable steel tanks 
bearing a label containing its trade-mark, and established a system 
whereby a customer, upon the payment of a relatively small sum, could 
exchange an empty tank for a full one, and defendants through their 
dealers engaged in the practice of exchanging for the empty tanks of 
complainant other tanks of complainant, bearing complainant’s label 
and trade-mark, but refilled with other gas, the customers being 
notified of the substitution only by means of a label attached to the 
tank, stating that it contained gas made by one defendant, defendants 
were guilty of unfair competition. 

Unrark CompetiTion—SvuBstTiITUTION—LAiABILITY OF MANUFACTURER FOR 

Fravup oF DEALER. 

While a manufacturer would not be liable for the frauds of its 
dealers in substituting its goods for another’s, provided it had not 
encouraged such substitution and had done its full legal duty to pre- 
vent deception, it was held that the defendants in the case at bar were 
not protected by the rule. 

Unrarr ComPetTITIOoN—SvBsTITUTION—DEcEPTION OF OrpINARY PurR- 

CHASER. 

Where one imitates the goods of another, the imitation need not 
be such as to mislead the careful and discriminating purchaser; the 
competition is unfair if the imitation deceives the ordinary and casual 
buyer. 

Unram Competition—Svuit—Ricut or Court to Make Decree. 

The District Court did not exceed its authority in forbidding de- 
fendants to refill complainant’s acetylene gas tanks without replating 
or enameling the outer surface thereof, so that complainant’s name 
and label should be obliterated, and without plating or stamping on 
such outer surface a notice that such tank had been refilled or re- 
charged by defendants or their agents. 

Suit ror Unrarr ComPeTITION—DeEFENsE—DisMissAL oF Former Suit. 

The fact that a suit brought by one manufacturer of acetylene 
gas against another for alleged unfair competition in exchanging empty 
tanks of complainant for other tanks of complainant refilled with gas 
of defendant, had been dismissed for lack of proof of deception, did 
not operate as a bar to a suit between the same parties, brought seven 
years later, relating to conditions which had materially changed, actual 
deception of the public and injury to the complainant being now 
shown. 

Suits ror Unrair Competition—Derenses—Res ApJUDICATA. 

The rule that a judgment is not conclusive of the rights of the 
parties which accrue subsequent to the rendition of such judgment, 
although such rights relate to the same subject-matter as the suit 


oy 
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which resulted in the judgment, is applicable to suits for unfair com- 
petition. 


From a decree of the District Court of the United States for 
the Northern District of Ohio in favor of the plaintiff, the defendant 
appeals. Decree affirmed. 


W.S. Thurstin, Jr., of Toledo, Ohio, for appellants. 
Frank S. Lewis, of Toledo, Ohio, and Keyes Winter, of New 
York City, for appellee. 


Before Knappen, Denison, and Donauve, Circuit Judges. 


Knappen, Circuit Judge: The Prest-O-Lite Company, In- 
corporated, a manufacturer and distributor of acetylene gas for 
lighting automobiles and other vehicles, brought suit to restrain 
alleged unfair competition and infringement of trade-mark by de- 
fendants; the corporate defendant being a rival manufacturer and 
distributor of acetylene gas doing business at Toledo, Ohio, and 
the individual defendant being the president and general manager 
of the corporate defendant. Complainant stores its gas in portable 
steel cylinders lined with asbestos, which absorbs a quantity of 
acetone, which in turn is saturated with acetylene gas introduced 
under pressure; the outflow for consumption being valve-controlled. 
The entire package so filled by complainant with its gas is sold to the 
consumer in the first instance. Complainant’s trade-mark for its 
dissolved acetylene contained in these cylinders was registered 
June 30, 1906. When the gas is consumed, the tank is, under com- 
plainant’s long-established system, accepted at any one of its 
numerous agencies or depots throughout the United States in ex- 
change for a package fully charged by complainant, on payment 
of a small fraction of the original price of the filled package. Com- 
plainant’s container is copper- or nickel-plated, and bears a dis- 
tinctive label, in rectangular form, which includes complainant’s 
trade-mark and the notice appearing below (all plated upon the 
surface of the container), which we print in margin.* 

1 “Prest-O-Lite 


ee GONE ncsiaces Dissolved acetylene prepared and com- 
pressed into porous substance by the Prest-O-Lite Co., Inc., complies with 














322 TEN TRADE-MARK REPORTER 


The gist of the charge against defendants is that they are re- 
charging Prest-O-Lite containers with acetylene gas of defendant’s 
manufacture, and passing the same off as Prest-O-Lite product. 
The first decree below enjoined defendants from refilling Prest-O- 
Lite tanks with any material and from dealing in such tanks refilled 
by others than complainant without in all cases removing or obli- 
terating complainant’s trade-mark, and from passing off such re- 
filled tanks as Prest-O-Lite gas tanks, exchanges or refills. 

Right to relief has been sustained in several cases brought by 
the immediate predecessor of the present plaintiff, not only by this 
court, but in other courts, upon proof of facts such as are charged 
against these defendants. Prest-O-Lite Co. v. Davis (C. C. A. 6) 
215 Fed. 349, 1381 C. C. A. 491 [4 T. M. Rep. 419]; Fransioli v. 
Prest-O-Lite Co. (C. C. A. 6) 284 Fed. 68, 148 C. C. A. 79 [6 
T. M. Rep. 481]; Searchlight Co. v. Prest-O-Lite Co. (C. C. A. 7) 
215 Fed. 692, 131 C. C. A. 626 [4 T. M. Rep. 273]; Prest-O-Lite 
Co. v. Heiden (C. C. A. 8) 219 Fed. 845, 185 C. C. A. 515, L. R. A. 
1915F, 945 [5 T. M. Rep. 119]. In accordance with these authori- 
ties, complainant was entitled to relief here, provided unfair com- 
petition is proven, and unless the defense of former adjudication 
hereafter considered is sustained. 

The essence of the wrong complained of consists in the palm- 
ing off of defendant’s acetylene gas for complainant’s Prest-O-Lite 
gas. Standard Co. v. Trinidad Co., 220 U. S. 446, 461, 31 Sup. Ct. 
456, 55 L. Ed. 536 [1 T. M. Rep. 10]; Samson Works v. Puritan 
Mills (C. C. A. 6) 211 Fed. 603, 608, 128 C. C. A. 208, L. R. A. 
1915F, 1107 [4 T. M. Rep. 225]. There was presented to the 


I. C. C. specification No. 8, maximum permitted pressure 250 lbs. at 70 
degrees Fahrenheit. Tensile strength of steel 60,000 lbs. This cylinder is 
exchanged in Prest-O-Lite system only when filled and issue by the Prest- 
O-Lite Co., Inc. Year of manufacture stamped on head of cylinder. New 
York Fire Department certificate of approval No. 3.” 

It appears that an order of the Interstate Commerce Commission pro- 
hibited the transportation of explosives, including acetylene gas, in inter- 
state commerce, unless complying with the regulations of the Interstate 
Commerce Commission as to pressure. 

Defendant Young testified that, when defendant shipped in interstate 
commerce a Prest-O-Lite tank “after it had been empty,” there was put on 
the crate containing it the requirements of the Interstate Commerce Com- 
mission. 
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District Court abundant testimony supporting this charge. The 
testimony of numerous witnesses directly tended to establish the 
existence of a practice among defendant’s dealers of exchanging 
for empty Prest-O-Lite tanks put out by complainant tanks of the 
latter’s manufacture, bearing its trade-mark and label, but refilled 
with defendant’s gas, and without indicating to the customer the 
fact of the substitution except so far as information thereof might 
be conveyed by the printed paper label attached to the tank, stating 
that it was charged with acetylene gas made and compressed by 
defendant company, and that the gas therein contained was not 
represented to be the same as that with which the tank was origi- 
nally filled. Many witnesses, however, testified to accepting de- 
fendant’s gas refills in the belief that they were filled by the Prest- 
O-Lite Company, that they would not otherwise have accepted them; 
that they wanted Prest-O-Lite gas; that they knew nothing of de- 
fendant’s gas, and did not want it; and that they either did not 
notice or did not read the label. In fact, defendant Young testi- 
fied that— 

“The only evidence we give the purchaser, and the only evidence, so far 
as I know, that the purchaser has, that the tank is not filled by the Prest- 
O-Lite Company, is the label on the tank, this * * * label of ours.” 

The testimony, considered as a whole, which included the secur- 
ing of two dealers who had been handling the Prest-O-Lite product, 
amply establishes the existence of actual and substantial deception 
of the public; and while defendants would not be liable for the 
frauds of their dealers, provided the same were not encouraged by 
defendants, and had the latter done their full legal duty in pro- 
viding and toward enforcing measures to prevent such deception 
(Winterton Gum Co. v. Auto-Sales Gum Co. [C. C. A. 6] 211 Fed. 
612, 617, 128 C. C. A. 212 [4 T. M. Rep. 237]), the instant case 
does not fall within that rule. 

Defendants’ contention that customers need not have been de- 
ceived, had they taken note of the differences disclosed to their 
senses in the appearance between the Prest-O-Lite package filled 
by complainant and such package filled by defendant, is answered 
by the truism that the imitation need not be such as to mislead the 
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careful and discriminating purchaser; it is enough that it misleads 
the ordinary and casual buyer. Coca-Cola Co. v. Gay-Ola Co. 
(C. C. A. 6) 200 Fed. 720, 728, 119 C. C. A. 164 [8 T. M. Rep. 1]. 
Indeed, there is abundant proof of actual deception in this regard 
of customers presumed to have at least, if not more than, average 
intelligence and alertness. There was also substantial testimony 
of the inferiority of defendant’s gas, causing injury, not only 
directly to the customer so deceived, but entailing additional loss 
and expense to complainant in connection with the refilling and 
repairing of the tanks when returned to it in the regular course of 
business. That competition of that nature is unfair and is of a 
quality entitling complainant to relief is clear. 

The decree appealed from forbids defendants to refill Prest- 
O-Lite tanks without replating or enameling the outer surface 
thereof— 


“so that the name of the Prest-O-Lite Company and the words ‘Prest-O- 
Lite’ and all complainant’s labels shall be obliterated to the complete ex- 
tent that either plating or enameling can be made to so obliterate, and 
such obliteration by plating or enameling shall not be dispensed with, no 
matter how such name and trade-mark or labels appear, whether plated, 
etched, or otherwise, and in addition thereto plating or stamping on the 
outer surface of the tank in legible and permanent form a notice that 
such tank has been refilled or recharged by defendants or their agents.” 

These requirements are assailed as exceeding the court’s au- 
thority and as amounting to legislation. 

The propriety of the requirement in question has been carefully 
considered, not only by this court, but by the Circuit Court of Ap- 
peals of the Seventh Circuit, and has been by each of those courts 
sustained. The court below, indeed, merely followed the former 
decisions of this court. See the Fransioli Case, supra, 234 Fed. at 
page 64, 148 C. C. A. 80 [4 T. M. Rep. 418], where the final order 
as made in both that case and the Davis Case is stated. In the 
Davis Case the “obliteration” had been by a paper label; in the 
Fransioli Case by painting over the former label. In the Search- 
light Case (C. C. A. 7 [4 T. M. Rep. 273]) the so-called “oblitera- 
tion’’ condemned by that court was the same as that employed by 
defendants here, viz., a paper label shellacked. In the instant case 
there is evidence that a shellacked label came off in the course of 
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washing the car. In the Heiden Case (C. C. A. 8 [5 T. M. Rep. 
119]) the decision, so far as it went, is in harmony with the Davis, 
Fransioli and Searchlight decisions. We see no reason to depart 
from our former holdings on this question. 

The facts respecting the alleged former adjudication are these: 
In 1909 plaintiff's predecessor brought suit in equity in the North- 
ern district of Ohio, Eastern division, against the corporate de- 
fendant herein, to restrain alleged unfair competition through ex- 
changing for empty Prest-O-Lite tanks containers of that kind re- 
filled with Auto Acetylene gas. The testimony was largely ad- 
dressed to conditions in 1908. At that time Prest-O-Lite tanks 
bore a label reading: ‘Prest-O-Lite Gas Tank. Manufactured 
solely by the Prest-O-Lite Company’’—followed by the company’s 
place of business, number of the tank, and reference to the patents 
under which it is manufactured. The only other label stated that 
the device was sold and purchased for sale and use only when 
charged with gas by the Prest-O-Lite Company; that no license 
was granted either to any one else to recharge the tank or to sell or 
use it when charged by any one else than the Prest-O-Lite Com- 
pany; and that any sale or use of it in violation of these conditions 
and limitations would be considered an infringement of the letters 
patent under which the tank was made and sold. We print in the 


margin this last-mentioned label in full. At that time the Prest- 
*“Prest-O-Lite Gas Tank No. 


“Tue Prest-O-Litre Company 


“New York—Boston—Indianapolis—San Francisco—Toronto 
“Patented Dec. 25th, 1900—May 12th, 1903 


“Notice—This device is sold and purchased for sale and use only when 
charged with gas by the undersigned. No license is granted to sell or use 
this device when charged by any one else and no license is granted to any 
one else to recharge this device. Any sale or use of this device when sold 
or used in violation of this condition and limited license will be considered 
as an infringement of letters patent of the United States under which this 
device is made and sold and all parties so selling or using this device con- 
trary to the terms of this limited license will be treated as infringers of 
said letters patent and render themselves liable to suit for injunction and 
damages without further notice. This license is good so long as this plate 
remains upon the device. Any erasures or removals of this plate will be 
considered a violation of the license. 

“A purchase is an acceptance of these conditions. Agents and dealers 
are not authorized to vary this license. The Commercial Acetylene Com- 
pany. The Prest-O-Lite Company.” 
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O-Lite system of distribution was not so well established as it lat- 
terly came to be. The suit was dismissed in the District Court in 
1910, lack of proof of deception being the meritorious reason as- 
signed; Judge Taylor stating in his opinion (Prest-O-Lite Co. v. 
Auto Acetylene Light Co. [C. C.] 191 Fed. 90, 98 [2 T. M. Rep. 
11, 15]) that— 

“Assuming that the complainant has made the most of its evidence as 
to deception, it is not only meager, but trivial. Nobody ever seems to have 
been deceived or hurt by the conduct of the defendant.’ What the com- 
plainant really seeks to do is to establish a monopoly in its gas tanks. * * * 
There is no legal objection to a monopoly which arises out of a patent, 
for it is in its very nature a monopoly; but that cannot arise by interfering 
with the freedom of some individual who owns a tank to go anywhere he 
pleases and get his tank exchanged for another tank, unless in the opera- 
tion of the exchange that person is deceived, and through such deception 
some reflection is cast upon the Prest-O-Lite Company’s tank. That is the 
only way by which the Prest-O-Lite Company can get into this matter.” 

From this decree of dismissal an appeal was taken to this court, 
but later dismissed by the Prest-O-Lite Company. The bill in the 
instant case was filed in 1917, the proof being directed largely to 
conditions in 1916. Subsequent to Judge Taylor’s decision the 
labels upon complainant’s tanks were changed to read as herein- 
before stated in the description of the tanks in use during the period 
covered by the present litigation. 

As already said, there was in the instant case competent and 
convincing evidence of actual deception of the public as well as 
direct and substantial injury to the Prest-O-Lite Company by de- 
fendants’ method of putting out Prest-O-Lite refills. 

We think it clear that the dismissal of the Cleveland suit in 
1910, under the conditions then existing and for lack of proof of 
actual deception or injury, is not a bar to the instant suit, instituted 
seven years later, relating to materially changed conditions, in- 
cluding actual deception of the public and actual injury entailed on 
complainant as well as upon the public, notwithstanding defendants’ 
printed label and its attachment to the tank were the same during 
both periods. It does not appear in the present case that during 
the period covered by the litigation in the Cleveland suit there ex- 


* The transcript of the evidence in the District Court in the Cleveland 
case shows an absence of substantial proof of actual deception. 
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isted in fact the deception and injury, proof of which was lacking 
in that case. Conditions not existing during the period covered by 
the earlier suit were not and could not have been litigated therein. 
The cause of action in the second suit was, in a proper sense, a new 
right of action. 

Ordinarily a judgment is not conclusive of the rights of the 
parties which accrue subsequent to the rendition of that judgment, 
although upon the same subject-matter. 2 Black on Judgments 
(2d Ed.) §§ 725, 741, 747; McLaughlin v. McGee, 79 Pa. 217; 
Amrhein v. Dye Works, 192 Pa. at pages 257, 258, 43 Atl. 1008. 
So where, in a suit for the infringement of a patent the bill is 
dismissed for failure to show any infringement, this will not estop 
the plaintiff from suing the same defendant again for a subsequent 
and different infringement. 2 Black on Judgments, supra, § 728; 
Steam Gauge, etc., Co. v. Meyrose, 27 Fed. 213 (opinion by Circuit 
Judge—afterwards Mr. Justice—Brewer); Robinson v. American 
Car Co. (C. C. A. 7) 150 Fed. 881, 382, 80 C. C. A. 127. And 
compare Russell v. Place, 94 U. S. at page 609, 24 L. Ed. 214, 
and Hubbell v. United States, 171 U. S. at page 209, 18 Sup. Ct. 
828, 48 L. Ed. 136. This rule is equally applicable to infringe- 
ments of trade-marks and unfair competition. 

With respect to the specific relief granted below, already re- 
ferred to, it is true that Judge Taylor expressed the view that the 
label pasted on the tank negatived the idea that the Prest-O-Lite 
Company charged it, and therefore that— 


“No deception is practiced on any person who does such an unimpor- 
tant thing to an automobile as to exchange the acetylene tank, if the label 
is there before his eyes, and if he does not read it he cannot claim that he 
was deceived.” 

But this language was merely incidental to the general subject 
of deception, and neither it nor the statement that the label ought 
to be detachable (for a new one should be put on whenever the 
tank is refilled by any one but a Prest-O-Lite concern) can be 
considered an adjudication that such pasted label would constitute 
a sufficient means of preventing fraud and deception. That the 
trial judge recognized that defendant would be liable for actual 
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deception of the public is shown by the statement, among others, 
that— 


“It would probably be an outrage on the rights of the complainant for 
the defendant on its own motion to take the plate off and pass off on the 
community as its own the tank of the Prest-O-Lite Company’s manufacture. 


The judgment of the District Court should be affirmed. This 
conclusion makes it unnecessary to consider appellee’s motion to 


dismiss the appeal, which, if granted, would reach the same sub- 
stantial result. 


BREGSTONE V. GREENBERG, ET AL. 
(182 N. Y. Supp. 340) 


New York Supreme Court, Appellate Division, First Department 
May 28, 1920 


Unrair Competition—ImitTaTion oF TrRADE-NaAmMEs—“Hero Branb” AND 

“Aero Branp.” 

Where, after plaintiff had established a reputation for shirts and 
blouses which he designated “The Hero Brand” (“The Hero” being 
his registered trade-mark), defendants placed upon the market similar 
shirts and blouses bearing the words “The Aero Brand,” printed in 
the same manner as plaintiff’s label, defendants were guilty of unfair 
competition, without regard to whether plaintiff had an absolute right 
to his trade-mark or not. 


From an order made at Special Term, New York County, de- 
nying his motion for an injunction pendente lite, plaintiff appeals. 
Reversed, and the motion granted upon the plaintiff’s giving an 
undertaking upon the injunction. 


Argued before Cxiarke, P. J., and Laveniimn, Dow ina, Pace, 
and GREENBAUM, JJ. 


Mark E. Goldberg, of New York City, for appellant. 

Stone & Schleimer, of New York City (Maz Schleimer, of New 
York City, of counsel, and Nathan H. Stone, of New 
York City, on the brief), for respondents. 


Greensaum, J.: Plaintiff appeals from an order made at 
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Special Term denying a motion for an injunction to restrain the 
defendants pendente lite from making, selling and offering for sale 
or disposing of any boys’ blouses and shirts having thereon the 
label “The Aero Brand” or any similar name in imitation of the 
plaintiff's trade-mark “The Hero Brand.” 

The affidavits show that the plaintiff has been engaged in the 
business of manufacturing and sellings boys’ blouses and shirts for 
about twenty-four years; that he has acquired a high reputation 
among the purchasing public in his business; that since about the 
first of April, 1911, he attached to the blouses and shirt manufac- 
tured by him labels which had for their distinguishing feature the 
words “The Hero,” which on October 24, 1911, were registered as 
a trade-mark in the Patent Office of the United States; that Barnet 
Greenberg, one of the defendants, was a salesman in plaintiff's em- 
ploy for about nine years up to about May 24, 1919, and as such 
salesman sold large quantities of the goods manufactured by the 
plaintiff under the trade-mark and brand known as “The Hero’; 
that Greenberg was well known to the customers of the plaintiff 
as the representative and selling agent of “The Hero Brand” of 
boys’ shirts and blouses; that, upon leaving the plaintiff's employ, 
Greenberg formed a partnership with the defendant Stein in the 
business of manufacturing and selling boys’ blouses and shirts in 
the city of New York, which adopted as the brand for its goods the 
words “The Aero Brand.”’ 

The plaintiff submitted, upon the motion for injunction the 
affidavit of one Emanuel Benjamin, an apparently disinterested wit- 
ness, who conducts a general merchandise business at Freeport, 
Nassau County, N. Y., in whieh he states that he has known the 
defendant Greenberg for the past eight or nine years and has during 
that time purchased “The Hero’ boys’ shirts and blouses; that 
during that time there was a considerable demand by merchants and 
customers for plaintiff's goods and that his own customers, in pur- 
boys’ shirts and blouses. This 


chasing, asked for the “Hero’ 
affiant further states that he— 


“has purchased from the defendants boys’ blouses marked ‘Aero Brand’ 
in the regular course of business, because ‘Aero’ was so similar to ‘Hero,’ 
and that he was told by the defendant Stein, who sold the said goods with 
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the said label, that the name ‘Aero’ was so similar to the name ‘Hero’ that 
the consumers would purchase defendants’ merchandise with the label 
‘Aero,’ and would believe that they were purchasing the ‘Hero’ brand, and 
would not know the difference.” 

Defendant Stein submits a counter affidavit, in which he refers 
only to that portion of the Benjamin affidavit which is “to the effect 
that I said to him that the word ‘Hero’ was so similar to the word 
‘Aero, and was used for the purpose of deceiving the customers, 
so that they would not know the difference,” stating that it “is false 
and untrue.” 

Plaintiff's label reads: “The Hero Brand.” Each word is 
printed on a separate line. The top line contains the word “The,” 
the lowest line the word “Brand,” and the intermediate one the word 
“Hero.” Defendants’ label reads, “The Aero Brand,’ the words 
of which are collocated on separate lines in precisely the same 
manner as plaintiff's words. The only difference between the two 
is the substitution of the letter “A” for the letter “H” in the mid- 
dle word. There is not only a close similarity in the appearance 
of the words employed and in their arrangement, but there is also 
a similarity of sound between the words “Hero” and “Aero,” when 
spoken by those who pronounce the first two letters “ZZ” in the 
latter word as one syllable, as though they were a diphthong. 
There cannot be the slightest doubt that the word “Aero” was 
deliberately selected by defendants for the purpose of imitating 
plaintiff’s label and of deceiving the purchasing public, in believing 
that the garments sold by the defendants were those manufactured 
and sold by the plaintiff. 

We have thus a deliberate case of unfair competition on the 
part of the defendants, which renders it unnecessary to consider 
whether the plaintiff has an absolute right to his trade-mark. The 
doctrine of unfair competition is well expressed in the following 
quotation from 38 Cyc. page 763: 


“The present tendency is to decide every case upon the ground of 
unfair competition, by making the decision turn upon whether or not the 
effect of what was done is to pass off the goods or business of one man as 
those of another, regardless of the existence of any technical trade-mark.” 


This principal of law is recognized in H. Co. v. H. S. Co., 144 
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N. Y. 462, 468, 89 N. E. 490, 491 (27 L. R. A. 42, 43 Am. St. Rep. 
769), in which the court said: 


“The right of a man to use his own name in his own business the law 
protects, even when such use is injurious to another who has established a 
prior business of the same kind and gained a reputation which goes with the 
name. But in such cases the courts require that the name shall be honestly 
used, and they permit no artifice or deceit, designed or calculated to mislead 
of the public and palm off the business as that of the person who first estab- 
lished it and gave it its reputation. Croft v. Day, 7 Beav. 84; Holloway v. 
Holloway, 13 Beav. 209; Cement Co. v. Le Page, 147 Mass. 206.” 





This view of the law applicable to unfair competition has been 
recognized in cases in which, after the expiration of a patent, the 
right to manufacture or use the patented article is open to all. The 
courts have held that such right is subject to the proviso that those 
using it were not guilty of unfair competition, by unlawfully dress- 
ing up their goods so as to deceive the public into believing that 
they were manufactured by the holder of the original patent. See 
note in 17 L. R. A. (N. S.) 448 et al., and cases there cited. 

The order should be reversed, with $10 costs and disburse- 

th ments, and the motion granted upon plaintiff's giving an undertak- 
ing upon the injunction in the sum of $250. Settle order on notice. 


Dow .tinc, LAUGHLIN, and Page, JJ., concur. 
CrarkeE, P. J., dissents. 


Burns v. WituiaM J. Burns INTERNATIONAL DETECTIVE 
AcEency, Inc. 
(127 Northeastern Rep. 334) 


Supreme Judicial Court of Massachusetts 





May 20, 1920 


1. Unrarr Competirion—Use or Personat Names. 
A detective has the right to use his own name in his business as a 
detective, to incorporate and carry on a detective agency, even though 

he thereby incidentally interferes with and injures the business of an- 
other having the same name; but he cannot resort to any artifice or to 
any act calculated to mislead the public as to the identity of the busi- 
ness establishments and the services which they render. 
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2. Uwnrair CompetitTion—UseE oF Persona NAMES—LISTING IN THE TELE- 


PHONE DrreEcTory. 

There being no evidence of any attempt by the defendant to hold 
himself out as the plaintiff, whose name was similar to defendant’s, or 
to appropriate his business, the likelihood that the mere alphabetical 
arrangement in the telephone directory would mislead is not sufficient 
ground for the issuance of an injunction. 

Case reserved from the Supreme Judicial Court of Suffolk 
County. Bill dismissed. 


H. W. Ogden, of Boston, for plaintiff. 
P. H. Kelley, of Boston, for defendant. 


Carrot, J.: This is a suit in equity to restrain the defendant 
from using the name “Burns Detective Bureau,” “Burns Detective 
Agency,” or “Burns Agency.’ The master found that the plaintiff, 
in November, 1909, was licensed as a private detective by the city 
of Cambridge, where he lived, and in that year opened an office in 
Boston, which he still maintains. He did business principally in 
New England. January 27, 1911, he filed with the secretary of 
the commonwealth a form of advertisement, “Burns Detective 
Bureau,” and a certificate of record was issued. From that time 
until the present he used the name “Burns Detective Bureau” on 
his signs and in the Boston city directory. He was listed in the 
Boston telephone directory as “Burns Detective Bureau,’ and under 
this name advertised in the newspapers and other publications. 
Since 1911 he has continued the detective business, advertising un- 
der the name of “Burns Detective Bureau,’ and was known among 
those interested in the private detective business in the vicinity of 
Boston. The defendant opened an office in Boston in February, 
1911. It had offices distributed throughout the larger cities of the 
United States, and in Montreal, London and Paris, and is entitled 
to the exclusive service of William J. Burns. In October, 1918, its 
name was changed from the “William J. Burns National Detective 
Agency, Incorporated,” to its present one. It appeared in the 
Boston directory and in the telephone directory as “Burns William 
J. National Detective Agency Inc. The,” and “Burns William J. 
International Detective Agency, Inc. The.’ It also appeared in 
the business listing of the Boston city directory for 1918 as “Burns 
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Detective Agency, The William J. International Inc.,” and in the 
telephone directory for Boston and vicinity in 1915 and 1916 as 
“Burns Detective Agency, The William J. International Inc.” 
The master found that the use of the names “Burns Detective 
Bureau,” “Burns Detective Agency,” and “Burns Agency” by the 
defendant, without limiting words or words of explanation, would 
be likely to confuse the defendant’s agency with the plaintiff's, and 
induce persons to do business with the defendant under the belief 
they were dealing with the plaintiff. But he also found that the 
defendant did not advertise or cause its name to appear in any 
written or printed publication as “Burns Detective Bureau’ and 
did not use the words “Burns Detective Agency” or “Burns Agency” 


without limiting or explanatory words. He made this specific 
finding: 





“T find, however, that the arrangement of the name ‘Burns Detective 
Agency, The William J. International, Inc., is more likely to induce per- 
sons to do business with the defendant under the belief that they are doing 
business with the plaintiff, since this arrangement takes the words ‘William 
J.’ from the emphatic position at the beginning of the name and places in 
the emphatic position the words ‘Burns Detective Agency,’ and since such 
arrangement of words gives precedence to the defendant’s name over the 
plaintiff’s in alphabetical listing in the telephone directory or elsewhere.” 


He further found that this form of listing in the telephone 

directory of 1915 was requested by the defendant in order that 

“the defendant’s name might catch the eye of the public before it 

rested on the plaintiff's name.’ But there was no evidence that the 

defendant made either of the changes in its name, or secured the 

change in its listing in the telephone directory for Boston and 

vicinity, for the purpose of inducing persons to do business with it, 
under the belief that they were doing business with the plaintiff. 

William J. Burns had the right to use his own name in his 

business as a detective, to incorporate and carry on a detective 

agency. 


“Every one has the absolute right to use his own name honestly in his 

own business for the purpose of advertising it, even though he may thereby 
incidentally interfere with and injure the business of another having the 
same name. In such case the inconvenience or loss to which those having 

a common right to it are subjected is damnum absque injuria. But al- 

though he may thus use his name, he cannot resort to any artifice or do 

any act calculated to mislead the public as to the identity of the business 
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firm or establishment or of the article produced by them, and thus produce 
injury to the other beyond that which results from the similarity of names.” 
Russia Cement Co. v. Le Page, 147 Mass. 206, 208, 209, 17 N. E. 304, 305 
(9 Am. St. Rep. 685). 

The same principle was stated by Chief Justice Gray in Gil- 
man Vv. Hunnewell, 122 Mass. 189, 148: 


“A person may have a right in his own name as a trade-mark, as 
against a person of a different name. * * * But he cannot have such a right 
as against another person of the same name, unless the defendant uses a 
form of stamp or label so like that used by the plaintiff as to represent that 
the defendant’s goods are of the plaintiff's manufacture.” 

To the same point are C. H. Batchelder & Co., Inc., v. Batch- 
elder, 220 Mass. 42, 107 N. E. 455; Kaufman v. Kaufman, 223 
Mass. 104, 111 N. E. 691 [6 T. M. Rep. 266]. See, also, Howe 
Scale Co. v. Wyckoff, Seamans & Benedict, 198 U. S. 118, 140, 25 
Sup. Ct. 609, 49 L. Ed. 972; L. E. Waterman Co. v. Modern Pen 
Co., 285 U. S. 88, 94, 85 Sup. Ct. 91, 59 L. Ed. 142 [5 T. M. Rep. 
1]; Stor, Baer & Fuller Dry Goods Co. v. American Piano Co., 127 
C. C. A. 689, 211 Fed. 271 [4 T. M. Rep. 246]; Chickering v. 
Chickering & Sons, 181 C. C. A. 588, 215 Fed. 490 [4 T. M. Rep. 
279]; Knabe Bros Co. v. American Piano Co., 148 C. C. A. 325, 
229 Fed. 23 [6 T. M. Rep. 180]; Wright Restaurant Co. v. Wright, 
74 Wash. 230, 183 Pac. 464 [3 T. M. Rep. 408]. 

In the light of these principles the plaintiff has not shown that 
he is entitled to equitable relief. The only use of the defendant’s 
name that was likely to cause anything more than incidental con- 
fusion of the plaintiff’s agency with the defendant’s, was in the 
arrangement in the telephone directory, where the words “Burns 
Detective Agency” preceded the name “William J.” Even if this 
finding were correct, the defendant practiced no fraud in the use of 
its name; it did not attempt by any artifice to deceive the public or 
induce the plaintiff’s patrons to deal with it upon the supposition 
that they were dealing with the plaintiff, and there was no evidence 
that the change in the defendant’s name or in the telephone directory 
was made for the purpose of misleading the plaintiff’s customers. 
Although the plaintiff had an office in Boston two years before the 
defendant entered the field, and was entitled by priority of use to 


the name “Burns Detective Bureau,” there is nothing in the master’s 
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report to show (to quote the words of Mr. Justice Holmes in 
L. E. Waterman Co. v. Modern Pen Co., supra) that “the profit of | 
the confusion is known to and, if that be material, is intended by” 
the defendant. In fact, the master finds specifically that the de- 
fendant did not secure the change in the listing in the telephone 
directory for the purpose of deceiving the plaintiff's patrons. 
There was no evidence that the defendant had a place of busi- 
ness in Boston prior to January, 1911; but William J. Burns then 
had a national, and to some extent an international, reputation as a 





detective, and we must assume in the absence of evidence to the 
contrary that the defendant did not intrude itself into the plain- 
tiff’s field to trade on his reputation in order to deprive him of his 
business, or to deceive his patrons. There being no evidence of 
any attempt by the defendant to hold itself out as the plaintiff or 
appropriate his business, the likelihood that the mere alphabetical 
arrangement in the telephone directory would mislead is not a suff- 
cient reason why an injunction should issue. The arrangement 
<n te was not of such a character as to impose upon the public or on the 

ordinary observer, when using such reasonable observation and 

| attention as is to be expected. 

| 

. 

: 


“Purchasers may be mistaken, but they are not deceived by false rep- 

resentations, and equity will not enjoin against telling the truth. * * * A 

court of equity will not interfere when ordinary attention by the purchaser 

of the article would enable him at once to discriminate the one from the 

other. * * * Even in the case of a valid trade-mark, the similarity of brands 

“ must be such as to mislead the ordinary observers.” Howe Scale Co. v. 

. Wyckoff, Seamans & Benedict, supra, at page 140 of 198 U. S. (25 Sup. Ct. 
| 614, 49 L. Ed. 972). 

In consulting a telephone directory the names of more than 
one person of the same surname, who are members of the same pro- 
fession or engaged in similar kinds of business, are not infrequently 
found, and the fact that one name first catches the eye does not 
ordinarily excuse further attention. Some degree of discrimination 
must be used in seeking information from such a source, if mistakes 
are to be prevented, and with ordinary discrimination it could easily 
have been discovered that the Burns Detective Agency conducted 
by the William J. Burns Company was not the Burns Detective 
Bureau carried on by Robert Burns. 
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We are unable to distinguish the case at bar from International 
Trust Co. v. International Loan & Trust Co., 153 Mass. 271, 277, 
278, 26 N. E. 698, 695 (10 L. R. A. 758), where it is stated that the 
“International Loan & Trust Company of Kansas City Mo.,” could 
not be, as a matter of law, mistaken by rational people for the 
“International Trust Company”: 


“It is not sufficient that some person might possibly be misled, but the 
similarity must be such that ‘any person, with such reasonable care and 
observation as the public generally are capable of using and may be ex- 
pected to exercise, would mistake the one for the other.’ ” 

There was some evidence tending to show a slight diversion of 
business, but one seems to have gained and lost nearly as much as 
the other, and what confusion there was in the mail was shown to 
be trifling and could hardly be said to have been occasioned by the 
listing in the telephone book. From the facts reported, we see no 
reason why an injunction should issue. 

Bill dismissed. 

Decree accordingly. 


Troy Wacon Works Co. v. Oun1o TRAILER Co. 
(264 Fed. Rep. 347) 


United States District Court, Northern District of Ohio 


March 12, 1920 


Unrairn CoMPETITION—IMITATING APPEARANCE OF ARTICLE. 

Where defendant, both in its advertising and in the marking of 
the trailers which it manufactured, claimed the product entirely as its 
own, it was not guilty of unfair competition, even if such similarities 
as existed between its trailers and the plaintiff's were due to copying. 


Suit in equity to restrain infringement of patent and unfair 
competition. Bill dismissed. 


Toulmin §& Toulmin, of Dayton, Ohio, for plaintiff. 

G. E. Dunstan, of Cleveland, Ohio, and Miller, Chindall & 
Parker, of Chicago, Ill. (Lincoln B. Smith, of Chicago, 
Ill., of counsel), for defendant. 
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WestenuHAVerR, District Judge: Plaintiff's bill charges in- 
fringement by defendant of United States letters patent No. 
1,117,944, issued November 17, 1914, to John F. Eccard and Jacob 
Smith, and by them assigned to the plaintiff. Claims 1, 2 and 11 
only are in issue. The bill also contains certain additional charges 
in the nature of unfair competition in aggravation of the infringe- 
ment. The defenses are: (a) That these three claims are invalid 
for lack of novelty and lack of invention; and (b) that, if valid, 
they must be limited to the specific construction as described in the 
patent, and (c) that, thus construed, defendant’s construction does 
not infringe. 

Plaintiff's invention, the patent states, relates to improvements 
in reversible trucks, more particularly trucks or wagons designed to 
be drawn by motor vehicles, and in which springs are employed 
between the bed and the axle. The particular invention has to do 
with the means of compensation for the various movements incident 
to the mounting of the truck bed upon resilient springs. The trailer 
truck, with a drawbar serving the purpose both of a draft bar and 
a steering lever, is an old article of commerce. However, with the 
growth and developement of the self-propelled motor truck, a new 
form of construction in trailer trucks has been developed. In this 
new form, designed to travel at a high rate of speed, it has become 
desirable, if not necessary, to mount the bed carrying the load upon 
the springs resting upon the chassis or axle, and to attach the draft 
bar to the bed, instead of to the axle. In this type the construc- 
tions well known and long used in standard automobile construction 
have been adopted; particularly springs interposed between the 
bed and axle, and supported in any standard way, the common form 
of automobile axle consisting of a rigid center bar forked at each 
end, stud axles pivoted in these forked ends and designed to steer 
or turn independently, short steering arms attached to the stud 
axles and projecting therefrom, usually at an inclined angle, and a 
transverse member, called in technical language a drag link, con- 
necting the two ends of the projecting steering arms. In auto- 
mobile construction the steering lever is connected in some manner 
with the transverse drag link, and the steering is accomplished by 
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turning the steering lever, which turns the wheels in the desired 

direction. In trailer truck construction the drawbar performs the 

same function as the steering wheel and lever of an automobile. 
Plaintiff's patent (page 2, lines 5-11) says: 

“This draft bar is common in vehicles of this character, but the manner 
of connecting the frame with the steering member 5 and with the main 
frame and draft appliances, as the case may be, are the novel features of 
these improvements.” 

The inventor’s problem, it is said, consisted in so constructing 
and connecting the drawbar that the steering member is to compen- 
sate certain movements. It is said there is— 


“considerable relative movement between the bed of the truck and the ends 
of the axle and guide connections by reason of the necessity of taking 
care of the vertical, longitudinal, swinging and torsional movements of 
the draft bar in relation to its connection to the wheels.” 

The rise and fall of the bed upon the springs produces a vertical 
movement, the unequal rising or falling of the wheels produces a 
torsional movement, and the lengthening or shortening of the 
springs produces a longitudinal movement. Of these several move- 
ments the one of greatest importance, and perhaps the only one pre- 
senting a real difficulty, is the vertical movement. The swinging 
movement means nothing except the movement from side to side of 
the draft bar. 

The problem of providing means of compensation for these 
movements, particularly the vertical movement, was fully consid- 
ered by automobile engineers, and was solved by them as will be 
presently stated. Eccard and Smith, by their invention, attempted 
the solution in the manner now to be described. The steering mem- 
ber or drag link is bifurcated at its central portion, preferably by 
interposing in the central portion a rectangular frame or yoke. 
The ends of this transverse steering member are pivotally connected 
with the steering arms of the stud axle. The rectangular yoke is 
swivelly connected with the bifurcated portion of the transverse 
member, and through this rectangular yoke projects the draft bar. 
The draft bar is formed of an I-beam or other shape, and its sides 
at that point where it passes through the rectangular yoke are pro- 


vided with hardened rounded plates, fitted snugly between certain 
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other hardened plates on the inside of the rectangular yoke. A 
substantial space is left in this yoke to permit the free up and down 
movement therein of the draft bar, as the body frame to which the 
draft bar is pivoted rises and falls. This is designed to take care 
of the vertical movement. As torsional movement takes place in 
the draft bar, due to the possible alternate action of opposite springs 
or other causes, the rounded plates or shoes on each side of the 
draft bar will rock upon the hardened plates in the rectangular 
yoke. This, it is said, takes care of the torsional movement. It 
will also be seen that the connection between the frame-supported 
draft bar and the transverse steering member or drag link is such 
that the draft bar and connecting member may also have a swing- 
ing movement and thus steer the trailer truck. Such, in brief, is 
the specific construction illustrated and described in the patent 
drawings and specifications. 

Defendant’s construction differs from this in certain respects ; 
but these differences, plaintiff contends, are only mechanical equi- 
valents and do not avoid infringément. Defendant does not use 
the bifurcated transverse member or drag link, nor a rectangular 
yoke pivoted therein, nor a drawbar with hardened rounded plates 
on each side thereof passing through this rectangular yoke, nor a 
space provided therein to permit an up and down movement of the 
drawbar in this yoke. Defendant’s construction is what is known 
as the double drag link type. Instead of a single transverse stee:- 
ing member connecting the steering arms of the stud axle, there are 
two transverse steering members or drag links, each independently 
connected with the drawbar and with the steering arms. The means 
of compensation provided for vertical, torsional and longitudinal 
movements are ball and socket joints at all connections of the drag 
links, either with the drawbar or the steering arms. Plaintiff con- 
tends that these are loose connections within the meaning of claims 
1, 2 and 11. 

The solution of this problem requires a brief examination of 
the prior art. In standard automobile construction the body is 
mounted upon resilient springs of like character and with similar 
means of supporting them on the chassis or axle. Stud axles pivoted 
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to a forked rigid center axle, steering arms connected to the stud 
axles, and both single and double drag link connections are old and 
well known in the automobile art. As already stated, the problem 
of compensating for vertical, torsional, and longitudinal movement, 
particularly vertical movement, was early presented to and solved 
by automobile engineers. Obviously a steering wheel and column 
mounted upon a spring-supported frame, and a connection therefrom 
with a transverse steering member or drag link, would be broken 
by the several movements resulting from spring action, unless means 
of compensation were provided in some way. In James E. Homan’s 
treatise entitled “Self-propelled Vehicles” (5th Ed., 1909) p. 60, 
it is said: 

“Ball joints between the drag link and the arms at either end enable it 
to compensate the up and down motion of the springs.” 

It is obvious that this form of connection would equally com- 
pensate such torsional and longitudinal movement as was present 
due to the same causes. Again at page 68 he says: 

“Some automobiles include spring compensating devices for the steering 
gear, although with modern forms of hand wheel a link swung between ball 
joints is amply sufficient.” 

The link referred to, as other passages show, is either a single 
or double drag link, or may be an additional floating link, interposed 
between the steering column and the transverse drag link. Various 
patents also disclose this method of compensation. See United 
States letters patent No. 801,521, issued October 10, 1905, to J. O. 
Haas, third page, lines 16 to 48; No. 845,106, issued February 26, 
1907, to H. B. Maxim, Figs. 2 and 3, lines 7 to 33, page 3; No. 
810,678, issued January 23, 1906, to F. B. Rae, page 1, lines 23 to 
41, 92 to 100; No. 728,975, issued March 81, 1908, to A. A. Ball, 
Jr. The Haas patent is an example in which the construction con- 
sists of a single drag link, and the other three are examples in which 
the construction consists of a double drag link, all using the ball 
and socket joint connection for compensation. In the double drag 
link type the steering lever is connected in the center, as is the 
drawbar of both trailers now under consideration. 


Defendant’s construction is obviously more or less of an adapta- 
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tion of this standard form of automobile construction. The only 
problem presented in adopting these forms to a trailer truck con- 
sists, it seems to me, is the different method of steering control. 
In the standard automobile the power is applied to the rear wheels, 
and the front wheels are used only for steering. In the trailer 
truck, the power is furnished by the self-propelled lead truck. In 
the standard automobile a driver at the wheel controls the steering 
and aids in keeping the front or steering wheels headed at all times 
in the right direction. Originally the driver, unaided by mechanical 
devices, was relied on to guard against what in technical language 
is called reversibility; that is, interference by obstacles acting on 
the road wheels. But later various mechanical devices, particularly 
a screw and sliding nut device, or a worm with teeth sector, or a 
combination of the two, were devised to render steering irreversible. 
In steering a truck with a drawbar, the steering mechanism must 
work without any assistance from the driver; but otherwise the 
problems, it seems to me, are identical, and that no invention is 
involved in transferring a means of compensation from the self- 
propelled automobile to the motor-drawn truck. 

Plaintiff's construction operates on the principle of a single 
drag link connection between two steering arms. The evidence 
shows that a single drag link construction in a trailer truck has one 
marked disadvantage. Any movement imparted to this drag link 
moves both steering wheels in the same direction at the same time 
This is perhaps the most desirable result to be obtained in self- 
propelled vehicles controlled by a driver, with the added mechanism 
to prevent reversibility and to absorb shock or vibration. In a 
trailer, however, it causes the trailer to follow the lead truck in a 
slightly serpentine or sinuous movement; in other words, it does 
not track perfectly with the lead truck. The double drag link type 
of construction, however, such as defendant uses, operates in just 
the reverse way. Each wheel being independently mounted, and 
each drag link being separately connected with the drawbar and 
the steering arm, any motion imparted to the drawbar will cause the 
wheels to move in opposite directions; that is to say, any shortening 
or lengthening of the drag links, due to the rising or falling of the 
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drawbar with the body frame, causes the steering arms to turn in 
opposite directions at the same time, instead of in the same direction. 
The result of this method of construction is to overcome the tendency 
of the trailer to travel in a serpentine path and to aid in holding the 
steering wheels on a straight line. The tendency to serpentine move- 
ment is perhaps not entirely overcome, but is sufficiently so for 
practical commercial purposes. This method of construction, how- 
ever, has the disadvantage of dragging the wheels, and thus per- 
haps shortening the life of tires by the enhanced wear and tear. 

Plaintiff manufactured and sold only 125 trai‘er trucks con- 
forming to the specific construction illustrated and described in its 
patent. The dates between which they were made and sold are 
not clearly shown, but it seems to have covered a period of several 
years. Plaintiff discovered, shortly after beginning to make them, 
that the specific construction of the patent was not as efficient or 
satisfactory as it could be made. It departed therefrom imme- 
diately, and has since made and sold trucks having either a single 
or double drag link, with ball and socket connections as the com- 
pensating means. Plaintiff's large sales and the commercial success 
of its trailer, on which is based the usual arguments, are of these 
later types. Furthermore, these sales are due to the growth of 
industry and trade conditions, and in no wise to the specific contri- 
bution, if any, to the trailer truck art of Eccard and Smith’s alleged 
invention. In other words, the validity of plaintiff's patent and 
the scope of its claims, are in no wise aided by such commercial 
success as it is shown plaintiff's truck has had. 

Claims 1, 2 and 11 now in issue are the broad claims of the 
patent. The specific construction illustrated and described in the 
drawings and specifications is covered by other claims, particularly 
claims 6 and 7. Plaintiff contends, however, that the elements, 
“transverse steering member” connecting with said wheels and “a 
loose connection between said draft bar and said transverse mem- 
ber,” called for in each of the three claims in issue, are broad 
enough to include defendant’s double drag link and ball and socket 
joint type of construction. These claims and this language must 
be construed both in the light of the drawings and specifications 
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and in the light of the prior automobile art. It does not seem 
probable that, by the expressions “transverse steering member” or 
“loose connection,” the inventor had in mind the familiar single or 
double drag link and ball and socket joint type of construction. 
These were familiar and well-known compensating devices, old in 
the automobile art and fully disclosed in prior patents. He must 
have had in mind something else. If he intended to include these 
in his claims, then he has appropriated a part of the old automobile 
art, and in my opinion the automobile and trailer truck art are not 
merely analogous, but are precisely the same, and invention cannot 
be based upon an appropriation of standard devices and means of 
compensation well known and long used in the automobile art. The 
ball and socket joint, as a compensating means, performs the same 
function in the same way in the trailer truck as it does in the 
automobile. 

The result would be, if plaintiff's contention is sustained, that 
claims 1, 2 and 11 should be held invalid. Giving these claims such 
a broad construction would include therein a prior art not subject 
to appropriation. My view is that these claims must be limited to 
the specific construction described and illustrated in the drawings 
and specifications. The transverse member and the loose connection 
referred to in the claims must be held to be a tranverse member and 
a loose connection of the specific type therein shown. 

Whether claims 1, 2 and 11, as thus understood and construed, 
are valid or not, it becomes unnecessary to inquire. Defendant’s 
construction clearly does not infringe. The differences between the 
two have already been sufficiently stated. It is sufficient to say that 
defendant uses different means, operating in a different manner, and 
producing in part a different result. 

Plaintiff, in its bill, sets up certain matters of alleged unfair 
competition in aggravation of the infringement. No infringement 
being shown, there is nothing to aggravate. However, treating 
these allegations and all that is brought forward in support as a 
charge of unfair competition or trade practice, I am of the opinion 
that the charge is not sustained. It is not shown that defendant 
has attempted to sell or palm off upon the public its trailers as the 
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product of the plaintiff, or that any confusion has resulted among 
the purchasing public. Defendant has, both in its advertising and 
in the marking of its trailers, persistently and vociferously claimed 
and represented the products to be its own, and has not in any 
manner failed to mark adequately its own trailer, so as to dis- 
tinguish it clearly to all intending purchasers. Such similarities 
as in appearance exists, even if found to be due to copying, furnish 
no ground for legal relief. In this aspect, Rathbone-Sard & Co. v. 
Champion Steel Range Co. (6 C. C. A.) 189 Fed. 26, 110 C. C. A. 
596, 37 L. R. A. (N. S.) 258 [1 T. M. Rep. 259], is a controlling 
authority. 
Plaintiff's bill will be dismissed, at its cost. 


Procter & GAMBLE Company v. Evey SHORTENING CoMPANY 
Court of Appeals of the District of Columbia 
June 2, 1920 


1. Trape-Marks—REeEGisTrRaTION—COoNFLICTING Marks. 

“Esco” as a trade-mark for a substitute for lard cannot be regis- 
tered because of the prior registration of “Crisco” for the same goods. 
2. Trape-Marks—REGisTraTION—ORIGIN OF THE Mark. 

The fact that a word trade-mark is made up partly of the initials 
of the name of the corporation applicant has no bearing upon the case 
of a mark which is otherwise unregistrable; the statute takes no account 
of the origin of a mark. 


Appeal from a decision of the Commissioner of Patents. Re- 
versed. 


See 9 T. M. Rep. 319. 
Mr. Paul Finckel, of Washington, D. C., and Mr. A. M. Allen, 
of Cincinnati, Ohio, for the appellant. 


Mr. E. T. Fenwick, and Mr. Charles R. Allen, both of Wash- 
ington, D. C., for the appellee. 


Smytu, C. J.: From a decision of the Patent Office overruling 
the opposition of The Procter & Gamble Company to the applica- 
tion of Euey Shortening Company for the registration of the sign 
“Esco” as a trade-mark for a lard substitute, the former appeals. 
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The opposer shows that it is the owner of the sign “Crisco” 
as a trade-mark for a lard substitute, and alleges that as its goods 
are of the same descriptive qualities as the goods of the applicant, 
the marks being similar, confusion would be likely to result in the 
minds of the public with respect to the origin of the goods upon 
which the marks appeared, and that, in consequence, the opposer 
would be damaged thereby. (33 Stat. L. 725, chap. 592, secs. 5 
and 6.) The examiner of interferences sustained the opposer, but 
he was reversed by the first assistant commissioner, who held that 
no likelihood of confusion had been shown. 

It is conceded that the goods are substantially identical. The 
only question, then, is as to whether or not the two marks are so 
similar as to be likely to produce confusion in the minds of pur- 
chasers with respect to the origin of the goods upon which they 
are used. As no testimony was taken we must determine it by 
an inspection of the marks themselves. What constitutes objection- 
able similarity in marks has been so often considered by this court 
(Wayne County Preserving Co. v. Burt Olney Canning Co., 82 
App. D. C. 279; Phoenix Paint & Varnish Co. v. John T. Lewis & 
Bros. Co., Id. 285; Kaut-Reith Shoe Co. v. International Shoe Co., 
45 App. D. C. 545 [7 T. M. Rep. 278]; Thomas Manufacturing Co. 
v. Aeolian Co., 47 App. D. C. 876 [8 T. M. Rep. 151]; William 
Waltke & Co. v. George H. Schafer & Co., 263 Fed. 650 [10 T. M. 
Rep. 246]); that we do not deem it necessary to enter upon a dis- 
cussion of it here. For the reasons given in those decisions we 
hold that the use of the marks before us upon the goods to which 
they are applied in this case would be likely to produce confusion. 
Even if we doubted it, we would still rule in favor of the opposition 
on the authority of William Waltke & Co. v. George H. Schafer & 
Co., supra, and Lambert Pharmacal Co. v. Mentho-Listine Chem. 
Co., 47 App. D. C. 197 [8 T. M. Rep. 33]. 

The applicant says that its mark is made up “of the initials 
of the corporation with the termination Co.; Euey Shortening Co., 
ESCO,” and seems to think that there is something in that which 
should entitle it to have the mark registered, but we perceive no 
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force in the suggestion. The trade-mark statute takes no account 
of the origin of a mark. The question is, Would its use be likely to 
result in confusion? If so, it is unregistrable. As was said by 
the examiner of interferences, the “consuming public know little 
and care less about the origin of any mark and very seldom if ever 
take it into consideration.” The statute does not contemplate that 
the public should do so. It follows that the decision of the Patent 
Office must be reversed and the opposition sustained. 
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The Current Law of Trade-Marks and Unfair 
Competition in the United States 


This publication, issued monthly, contains all current decisions 
of the law of trade-marks, trade-names and unfair competition in 
the courts of the United States, and of the several States and in 
the United States Patent Office. The text of opinions, other than 
Patent Office decisions, is given in full so far as they relate to 
trade-marks, or allied subjects, with references to the official or 
other reports, if any, in which the cases are to be found, and with 
annotations and cross references, designed to illustrate the develop- 
ment and assist in the study of this branch of the law. 

It likewise contains the text of all legislative enactments of the 
several state legislatures, and of the federal congress, relating to 
the subject. 

‘Thus the publication embraces the entire body of current law 
food in this important field within the United States, as announced by 
courts and legislative bodies from year to year. It includes also 
all treaties and conventions relating to trade-marks to which the 
United States is a party. Each annual volume is completed with 
an index, digest and table of cases, that makes its contents readily 
accessible for reference. To these has been added a cumulative 
table of citations covering all the cases reported in the publication 
from the beginning. This feature adds immeasurably to the useful- 
ness of the publication and to the availability of the material con- 
tained in it. 

It is intended primarily for the use of lawyers and is edited 
en with a view to their needs and requirements. The subscription 
price is FIVE DOLLARS per year in the United States, Canada 
and Mexico; elsewhere TWENTY-FIVE SHILLINGS. 
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